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are our specialty 
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INSURANCE STOCKS 
Bid Prices 


Furnished through the courtesy of The First Boston Corporation. 

FIRE AND CASUALTY COMPANIES 1953 Range Dec. 
High Low 31, 1953 

Aetna Casualty & Surety Company 150 

Aetna Insurance Company 641%, 

Agricultural Ineurance Company (old) 91% 

Agricultural Insurance Company (new) 34 

American Alliance Insurance Company . 39 

American Automobile Insurance Company 521% 

American Equitable Assurance Company 

American Insurance Company 

American Re-Insurance Company (old) 

American Re-Insurance Company (new) 

American Surety Company 

Automobile Insurance Company os 

Bankers & Shippers Insurance Company 

Boston Insurance Company 

Camden Fire Insurance Association 

Continental Casualty Company 

Continental Insurance Company 

Employers’ Group Associates 

Employers Reinsurance Company 

Federal Insurance Company (old) 

Federal Insurance Company (new) : 

Fidelity & Deposit Company of Maryland 

Fidelity-Phoenix Fire Insurance Company 

Fire Association of Philadelphia 

Fireman's Fund Insurance Company 

Firemen'’s Insurance Company—Newark 

General Reinsurance Corporation 

Glens Falis Insurance Company , 

Globe & Republic Insurance Company 

Globe & Rutgers Insurance Company 

Great American Insurance Company (old) 

Great American Insurance Company (new) 

Hanover Fire Insurance Company 

Hartford Fire Insurance Company 

Hartford Steam Boller Insp. & Ins, Co 

Home Insurance Company , 

Insurance Co. of North America (old) 

Insurance Co, of North America (new) 

Jersey Insurance Company of New York .. 

Kansas City Fire & Marine Insurance 

Maryland Casualty Company 

Massachusetts Bonding & Insurance Co 

Merchants Fire Assurance Company 

Merchants & Mfrs. Fire Insurance Co 

National Casualty Company 

National Fire Insurance Company we 

National Union Fire Insurance Company 

New Amsterdam Casualty Company 

New Hampshire Fire Insurance Company 

New York Fire Insurance Company 

Northern Insurance Company 

North River Insurance Company 

Northeastern Insurance Company of Hart 

Northwestern National Insurance Co 

Ohio Casualty Insurance Company (old) 

Ohio Casualty Insurance Company (new) 

Pacific Fire Insurance Company 

Pacific Indemnity Company 

Peerless Casualty Company 

Phoenix Insurance Company 

Providence Washington Insurance Co. ... 

Providence Washington Insurance Co. Pfd 

Reinsurance Corporation of New York 

Republic Insurance Company—Texas 

St. Paul Fire & Marine Insurance Co. 

Seaboard Surety Company (old) 

Seaboard Surety Company (new) dud 

Security Insurance Company—New Haven 

Springfield Fire & Marine Insurance Co 

Standard Accident Insurance Company 

U. S. Fidelity & Guaranty Company (old) 

U. 8. Fidelity & Guaranty Company (new) 

U. 8S. Fire Insurance Company ‘ 

Westchester Fire Insurance Company 


LIFE COMPANIES 
Aetna Life Insurance Company (old) 
Aetna Life Insurance Company (new) 
Colonial Life Insurance Company ...... 
Columbian National Life Insurance Co 
Connecticut General Life Insurance Co 
Continental Assurance Company 
Franklin Life Insurance Company (old) 
Franklin Life Insurance Company (new) 
Jefferson Standard Life Insurance Co 
Kansas City Life Insurance Company 
Life and Casualty Insurance Co. (new) 
Life and Casualty Insurance Co. (old) 
Life Insurance Company of Virginia 
Lincoln National Life Insurance Company 
Monumental Life Insurance Company 
National Life & Accident Insurance Co. 
Travelers Insurance Company 
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Harry Hazard says... Increased profits from additional 


The American Insurance Co. - Bankers Indemnity insurance Co. - The Jersey Fire Underwriters Name 


For January, 1954 


business are right in your own files 
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The names of your present clients form your most promising 
source of increased business. 


You have already sold these people insurance... they have confidence in you... 
they look to you for advice, help and guidance in insurance matters. But if 
they are like the average American family, they are probably underinsured in 
two ways: they may lack a number of essential coverages and their 

present amounts of insurance may be inadequate. 


Let The American Insurance Company show you how to build up these 
accounts from one or two lines to a complete program. 








THE AMERICAN INSURANCE GROUP Public Relations, Dept. B 


15 Washington Street, Newark, N. J. 


I would like to know more about making in- 
creased profits from existing personal accounts. 
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GLENS FALLS EXTRAS 


The placing of adequate insurance for shipments 





























of cash and securities oftentimes presents a 





difficult problem because of the huge values in- 











volved. But whether delivery of cash or securi- 


ties is made by registered mail, registered air 





mail, express, air express, armored car or mes- 
senger, or the delivery of securities or detached 
coupons other than U. S. Government securities 
and coupons is made by first class mail or first 
class air mail, the huge values create no problem 
for our agents because the Glens Falls has the 
facilities for promptly protecting such risks 
through the medium of one policy. Here is an- 


other Glens Falls Extra which is a valuable aid 





to our agents. 


“Old and Tried’’ Organized 1849 


Titer 


GLENS FALLS INSURANCE COMPANY 
GLENS FALLS INDEMNITY COMPANY 


COMMERCE INSURANCE COMPANY 
Glens Falls, New York 
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What Is 
Our Business? 


BRIEFLY ... itis... 


assisting insurance agents and brokers by 
providing markets for difficult, unusual, or 
surplus lines of insurance. For example: 


@ LONG HAUL TRUCKING—aoll coverages pri- 


mary and excess 

AMUSEMENT PARKS—public liability 
CARNIVALS—liability and floater coverages 
EXHIBITIONS—all coverages 

PERSONAL ACCIDENT INSURANCE—execu- 


tives’ travel, over age—world wide 


AUTOMOBILE MATERIAL DAMAGE—long 


haul, taxicabs, busses 
EXECUTIVE GROUP HOSPITALIZATION 


MALPRACTICE INSURANCE—doctors, den- 
tists, hospitals, etc. 

HAND DISABLEMENT COVERAGE—musicians, 
surgeons, etc. 

PRIMARY AND EXCESS PUBLIC LIABILITY 
AND PROPERTY DAMAGE—hazardous or un- 
usual risks 


EXCESS MOTOR TRUCK CARGO—(Primary 


where no filing required) 

AUTO RACES—liability 

AUTO RACE DRIVERS—personal accident 
OPEN STOCK BURGLARY, ROBBERY, ETC.— 


unusual or hazardous risks) 
IDELITY—primary and excess 


WORKMEN'S COMPENSATION—excess catas- 
trophe or excess aggregate 


ERRORS AND OMISSIONS COVERAGE—in- 


surance agents, architects and other professions 
UNUSUAL INLAND MARINE COVERAGES 


REINSURANCES ON INDIVIDUAL RISKS AS 
WELL AS TREATY BASIS 


This is, of course, not a complete catalog of all 
the coverages we can afford through our facili- 
ties, but this will serve to give you some idea of 
the extent of our markets. 

This agency writes no direct business, accepting ; 
coverages only when placed through licensed 4 
agents or brokers. 

We have the competent staff necessary to 
promptly assist you in writing these unusual! ; 
insurances. 


MAC GIBENY-GRUPE, INC. 


INSURANCE 


630 INSURANCE EXCHANGE @ 175 W. JACKSON BLVD. 
CHICAGO 4, ILL. 














COMPANY DEVELOPMENTS 


SUMMARY of the insurance company developments 
throughout the United States and Canada in recent months 
appears hereafter. This summary includes notices of examina- 
tions conducted, and also new, licensed and retired companies. 


ALABAMA Admitted 
Educators Automobile Ins. Co. .......... Fort Worth, Texas 
Transport Ins. Co. .. Dallas, Texas 


ARIZONA Admitted 
American Marine and General Ins. Co. .... New York, N. Y. 


CALIFORNIA Admitted 
Selective Auto and Fire Ins. Co. of America ...Seattle, Wash. 


COLORADO Admitted 
Selective Auto and Fire Ins. Co. of America ...Seattle, Wash. 


GEORGIA Admitted 
lowa Home Mutual Casualty Co. ........Des Moines, Iowa 
Merchants Fire Ins. Co. .............e008- Indianapolis, Ind. 


ILLINOIS Incorporated 
Licensed Beverage Ins. Co. .......... .. Springfield, Ill. 
Licensed 
IEEE, SODr Gk kd} sdxaeSnedeke-ad fe somr eae Chicago, Ill. 
Admitted 
South Carolina Ins. Co .Columbia, S. C. 


KANSAS Examined 
Upland Mutual Ins., Inc. ....... ..Chapman, Kan. 


MAINE Admitted 
Quaker City Fire and Marine Ins. Co .. Philadelphia, Pa. 
Examined 
Casco Mutual Fire Ins. Co. Leet 
Jay Mutual Fire Ins. Co. 


MASSACHUSETTS Admitted 
Summit Fidelity and Surety Co. .............. Akron, Ohio 


MICHIGAN Admitted 
American Title and Ins. Co. .Miami, Fla. 


MINNESOTA Licensed 
Guaranty Mutual Ins. Co. ......... . Minneapolis, Minn. 
Admitted 
Campbellsport Mutual Ins. Co. ........Campbellsport, Wis. 
Iowa Hardware Mutual Ins. Co. ........Mason City, Iowa 
Universal Underwriters Ins. Co. .......... Kansas City, Mo. 


MISSOURI Admitted 
American Merchants Mutual Ins. Co. ....Minneapolis, Minn. 


NEBRASKA Admitted 
American Bankers Ins. Co. Miami, Fla. 
American National Fire Ins. Co. .......... New York, N. Y. 


NEW HAMPSHIRE Admitted 
Ouaker City Fire and Marine Ins. Co. ...... Philadelphia, Pa. 
Uiion: memeurante CO. .icscccessocenes Zurich, Switzerland 
Vigilant Ins. Co. ..... Yew York, N. Y. 


NEW YORK Merged 
Farmers Mutual Fire Ins. Co. .......... Fort Edward, N. Y. 
Examined 
United National Indemnity Co. ............ New York, N. Y. 


NORTH CAROLINA Admitted 
ga ae OE oe ee Miami, Fla. 
Examined 
Careiina Casualty Tas, Ge. s.0iicisseies' Burlington, N. C. 


OHIO Examined 
Beacon Mutual Indemnity Company Columbus, Ohio 
Shelby Mutual Casualty Co. .........scesee. Shelby, Ohio 
(Continued on page !2) 
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HOW MANY “HIDDEN CONTRACTS” 
IN THIS PICTURE? 





“We've discovered many of them, thanks largely to the in- 
formed, dependable efforts of Clarence B. Pedersen, Fire @ Left to right, Mr. Francis 1. Johnson, Mr. William D. 
Association-Reliance Fieldman,”’ say Francis |. Johnson and pena, glia cial a aaa ar cca 
William D. MacDonald, Officers of MacDonald & Johnson, 

Inc., 1387 Main St., Springfield, Mass. 





As one of Springfield’s most successful agent than is expected, and in more ways. 
teams, Mr. MacDonald’s and Mr. Johnson’s A man who knows insurance, who has the 
tribute to Clarence Pedersen is especially authority to make time-saving on-the-spot de- 
revealing. cisions, who knows your local market thor- 
It shows clearly the manner in which a typical oughly, who is willing and capable of working 
Fire Association-Reliance Fieldman is attuned closely with you and your client, who is 
to local conditions, and how he is capable of carefully selected and trained by companies 
converting that knowledge into an agency asset. that will never grow too large for “family 
Such testimonials to the capabilities of Fire feeling’’, nor lose their high regard for personal 
Association-Reliance Fieldmen are not un- relationships—all of these ingredients are in- 
natural, for they have been trained to earn the herent in the Fire Association-Reliance Field- 
respect and appreciation of agency men every- man in your territory. 
where by simply being able to offer more help Why not have a talk with him soon? 
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4 . . . 
Kire Association 
HEAD OFFICES: 401 Walnut St., Philadelphia 6, Penna. — ae 
Branches in Atlanta, Chicago, Dallas, New York, San 


e : 
Francisco, Toronto. Claims and Settling Agents through: en id Reliance 


out the world. 
IOSURANCE COMPANIES OF PHILADELP OTS 
- 
Property and Casualty Insurance 





Short waves travel long distances 


London... Rome... Hongkong ...Sydney... 
the whole wide world is the back yard of the 
family with a short-wave radio receiver. 

Hallicrafters precision equipment, made in 
Chicago, is used in 89 countries and by 33 gov- 
ernments. A pioneer in the field of short-wave 
electronics, the company this year marks its 20th 
anniversary. The skills and experience that have 
made Hallicrafters a leading manufacturer in 


short-wave radio stand behind its “new-dimen- 
sion” television receivers as well. 

For many years U.S. F. &G. has had a part 
in Hallicrafters’ development by providing a 
variety of essential bonding and insurance 
coverages. Whether you produce precision equip- 
ment, sell goods or services, own your home or 
business; no matter what you do, there are 
U.S. F. & G. coverages to meet your needs. 


Over ten thousand agents . . . there’s one in your community. 
Consult him as you would your doctor or lawyer. 


CASUALTY- FIRE 
INSURANCE 


FIDELITY -SURETY 
BONDS 


United States Fidelity & Guaranty Company, Baltimore 3, Md. 
Fidelity Insurance Company of Canada, Toronto 








*** The year 1953 was very satisfactory for the fire 
and casualty industry with the best gross profit margin 
on underwriting since 1949, Comment on problems 
facing the industry and experience on the leading lines 
with a forecast for 1954 appear in Review and Preview 
on page 14. As is our custom each year, we have held 
up the publication of the News to include year-end quo- 
tations of insurance stocks on page 4. Comments on 
market performance appear in Jnsurance Stock Trends 
on page 18 with supporting tables on pages 102 and 
103. 


**k* Even the most rabid partisan does not advocate 
the legislation of stock or mutual carriers out of the 
competitive picture. No one calls for a law prohibiting 
direct writing of insurance or banning the local agency 
system. That is just not the way the insurance indus- 
try operates in this country. Instead, those on both 
sides of these and other controversies only ask the free- 
dom to compete for business in the manner they feel is 
most advantageous to the buyer. Private Enterprise and 
Insurance, on page 21, outlines this typically American 
philosophy. 


**k* Tack of planning, failure to claim proper deduc- 
tions or exclusions or handling various transactions in 
the most costly tax manner can result in a higher than 
necessary tax liability for a business. The advice of 
competent counsel familiar with tax laws and geared to 
tax legislative and judicial trends is a must but on 
page 25 are pointed out some of the Tax Problems of 
Agents, the pitfalls to be avoided and tax-saving fea- 
tures to be taken advantage of. In the first of two in- 
stallments is considered the one-man agency and the 
partnership. Next month’s installment will deal with 
the incorporated agency 


«** Many firms have no insurance protection against 
the loss which would be occasioned should their records 
be destroyed or damaged. Yet in many cases such a loss 
could be more serious to the business than the loss of 
physical assets. The best way to insure such values is 
under a Destruction of Records policy which is specifi 
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cally designed for the purpose. On page 29 are de- 
scribed some of the features of this coverage along with 
a partial list of prominent prospects available to most 
agents 


*** The General Motors fire last year made insureds, 
as well as agents, particularly conscious of the coverage 


) afforded by business interruption insurance. Many real 


ized after that loss that it is just as important to insure 
a company’s earnings as to insure the buildings, ma 
chinery and stock which make such earnings possible 
On page 33 is a warning of this necessity of Jnsuring 
Your Profits. 

we*x The 1943 New York Standard Fire Insurance 
Policy is eminently fair and liberal to the insured in its 
provisions, imposing no other provision than that of 
honesty. It was expected at its adoption that it would 
receive sympathetic acceptance by the various state 
legislatures and insurance departments and by the 
courts. In The Interest Policy on page 39 a well known 
insurance attorney reviews briefly the decisions of 
various courts bearing on that policy. 


*** As the youngest in the family of accident and 
health coverages, major medical expense policies have 
generated considerable interest. There have been, in 
some circles, grave misgivings of possible abuse of such 
protection. However, the need of it has become evi 
dent and an increasing number of companies have taken 
steps to meet that need. On page 43 is a description of 
the /ndividual Catastrophic Coverage written by one 
company and the experience it has had with the policy 
so far. The article demonstrates one man’s confidence 
that major medical expense insurance will work and 
will become a permanent part of insurance protection 
in the United States. 


*** There has been, in recent years, a notable increase 
in truck cargo thefts and hijackings and in the number 
of packages stolen from trucks, Such a loss is expensive 
and burdensome to the shipper even if the goods are 
later recovered, Many agents have trucking companies 
as their assureds and a great many more have clients 
who ship some or all of their products by truck. On 
page 47 a program of loss control is described. It is 
titled Helping Shipper-Assureds. 


*** The day of the noisy, back-slapping, purely ex 
troverted salesman, who plays his hunches and who 
really believes that “contacts” are everything is pretty 
much past. A salesman today, to live up to all the 
present connotations of the word, must have a wide 
variety of knowledges and a deep understanding of 
people and the conditions under which they live. Then 


he will be a true practitioner of the Oldest of the Arts. 
See page 113 











Does your client 
know when he ts 
Under- Insured ? 
Over- Insured? 


@ Insurance coverage based on Con- 
tinuous American Appraisal Service 
prevents hazardous under-insurance 
and costly over-insurance. Such ser- 
vice expedites equitable loss adjust- 
ments as well. In the interest of 
your client, insist on appraisals by 


The AMERICAN 
APPRAISAL 


Company 


Over Fifty Years of Service 
OFFICES IN PRINCIPAL CITIES 
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BUILDING COST INDEX 


33 34 35 36 37 38 30 4O 4) 42 43 4h US 6 OW7 NB 48 60 6 62 


Avg. Dec. 

1939 1953 
Boston 210 588 
New York 219 609 
Buffalo 205 613 
Baltimore 198 596 
Philadelphia 196 584 
Pittsburgh 219 583 
Cincinnati 209 568 
Cleveland 206 586 
Chicago 205 541 
Indianapolis 206 595 
Detroit 208 616 
Milwaukee 209 609 


Avg. Dec. 

1939 1953 
Minneapolis 202 547 
Kansas City 209 552 
St. Louis 208 576 
Atlanta 186 641 
Dallas 171 534 
New Orleans 194 600 
Denver 195 518 
Seattle 196 568 
San Francisco 183 525 
Los Angeles 167 553 


National Average 200 585 


This index (1918 100) applies to construction only and does not in 
clude building fixture items such as plumbing, heating, lighting, sprinkler 
system, etc. It is based on average costs under normal conditions with no 
allowance for overtime, premiums on materials, or special conditions, It is 
the composite of four types of buildings, frame, brick, concrete and steel 
and therefore should be used only as a trend as it is not applicable to 
specific buildings. 


Furnished through the courtesy of American Appraisal Co. 
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COMPANY DEVELOPMENTS—from page 8 


OKLAHOMA Admitted 
All American ‘Casualty Cor «5.5 csc csiccssccws Chicago, IIL 
American Marine and General Ins. Co. ....New York, N. Y. 
Detroit Fire and Marine Ins. Co. . Detroit, Mich. 
Mid-Century Ins. Co. ........ Los Angeles, Cal. 
Transatlantic Reinsurance Co. . ..-New York, N. Y. 
ee a ae 2, ee en Chicago, Ill 


PENNSYLVANIA Incorporated 
Safety Drivers A. & H. Mutual Ins. Co. ....Philadelphia, Pa. 
Admitted 
HORGMIONE TOK, WOK ios cis cies ca canea .Grand Rapids, Mich. 
South Cavolise: Ine. Gow. is kiss ccosetsciecs Columbia, S. C. 
Examined 
Seavertown Mutual Fire Ins. Co. Beavertown, Pa. 
Farmers Mutual Fire Ins. Co. .......... Spring Mills, Pa. 
Manufacturers Casualty Ins. Co. .......... Philadelphia, Pa. 


SOUTH CAROLINA Admitted 
London & Lancashire Ind. Co. ...... 
Provident Life and Casualty Ins. Co. . 


Sterling Fire Ins. Co. 

SOUTH DAKOTA Admitted 
St. Louis Fire & Marine Ins. Co. ............St. Louis, Mo. 
WE RG doo 5s cic Keech ad ora 88 New York, N. Y. 

TENNESSEE Admitted 
Belk Stores Ins. Reciprocal 
London & Lancashire Ind. Co. ...... 


UTAH Admitted 
General Security Assurance Corp. ........New York, N. Y. 
Milbank Mutual Ins. Co. .................... Milbank, S. D. 
Selective Auto and Fire Ins. Co. of America ...Seattle, Wash. 


VIRGINIA : Admitted 
Provident Life and Casualty Ins. Co. 
WASHINGTON Admitted 
American Batters Ins. Co. .....0066scsncccens Miami, Fla. 
NS Ro ene Ee eS Buffalo, N. Y 
Eauwity: General Int. Co. ic dcic des oss anto ns ss A, Pe 
WYOMING Admitted 
Selective Auto and Fire Ins. Co. of America 
HAWAITI Admitted 
Yorkshire Indemnity Co. ........... 
DOMINION OF CANADA 
Admitted 
American National Fire Ins. Co. .......... New York, N. 
Coe CO BONN. SRS on a Ss Sew avsccne Moka tea 3oston, } 
MANITOBA 
Uneed Seottieh Tes, Go E0 ici icc eivcces London, 
ONTARIO Admitted 
North African Rein. Society ..............2./ Algiers, N. A. 
Old Colony Ins. Co. .. Boston, Mass. 
QUEBEC Admitted 
Societe Nord-Africaine De Reassurances . 


..New York, N. Y. 
..Chattanooga, Tenn. 
..-Cobleskill, N. Y 


Charlotte, N. C. 
..New York, N. Y 


..Chattanooga, Tenn. 


... Seattle, Wash. 


New York, 


Admitted 
Eng. 


... Alger, Algerie 


CONVENTIONS AHEAD 


JANUARY 
Cooperative Fire Underwriters Association of New York 
State, annual meeting, Albany. 
Bay State Fire Prevention Association, annual meeting, 
Boston, Massachusetts. 
New England Insurance Exchange, annual meeting, Boston, 
Massachusetts. 
New York State Central Organization of Cooperative Fire 
Insurance Companies, annual meeting, Hotel Syracuse, 
Syracuse. 

FEBRUARY 
Bureau of Accident and Health Underwriters, annual meet- 
ing, New York City. 


Ohio Association of Mutual Insurance Companies, annual 
meeting, Deshler Wallick, Columbus. 
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Men who are going places ... 


HIS bright, modern classroom of The 

Travelers Casualty and Fire School is 

never empty for very long. A moment 
after this picture was taken, the desks were 
occupied, books were open, blanketboards were 
in action and thirty men who are going places 
were learning how to get there. 


It’s been like that for more than fifty years at 
The Travelers Training Schools. Rooms have 
been modernized, methods have been changed, 
but the basic formula has remained the same: 
knowledge of his field is the priceless ingredient 
of an agent's success. More than twenty-five 
thousand men and women have gained that 
knowledge here. 


There's a desk waiting for you at one of the 


come here first 


Casualty and Fire School’s future sessions. All 
the most up-to-date equipment, facilities, facts 
and figures about Casualty, Fidelity, Surety, Fire 
and Marine lines will be put at your disposal 
Classes are taught by men who are both scholars 
and successes in their field. 


It doesn’t matter whether you're just starting 
out or have been in the insurance business for 
years. There's a welcome place for you at The 
Travelers Casualty and Fire School; and a wel- 
come place for its sound, modern training in 


your career 


To enroll in a future class, simply get in touch 
with The Travelers Casualty and Fire Manager 
in your territory. He will give you the schedule 


for future classes and consider your application, 


. abe 
The Travelers INSURANCE COMPANIES 
HARTFORD 15, CONNECTICUT 
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HE year 1953 was a boom year following a 

series of boom years during which business op- 

erated to a considerable degree on an artificial 
inflationary economy bolstered by huge expenditures of 
money, materials and manpower for armaments. How- 
ever, 1953 did not exceed previous boom years in all 
respects and gave evidence of a levelling off and even 
a slackening off in certain important segments of the 
economy while at the same time rising to new highs in 
others, The basic economic facts are sufficiently con- 
tradictory to permit many diverse yet logical con- 
clusions. Optimists find evidence of a continuing high 
level of business activity well into the future while 
pessimists find significant signs of a definite downturn. 


Very Favorable Year for Insurance 


The year 1953 was very satisfactory for fire and cas- 
ualty insurance carriers, Overall volume advanced by 
about 10% to more than $91% billion, of which slightly 
more than $7 billion was underwritten by stock com- 
panies. The over-all loss ratio which jumped from 


50.2% in 1949 to 60.2% in 1951 in the stock company 
field declined almost two points in 1952 and another 
two or three points in 1953. Meanwhile, the over-all 
expense ratio has declined fractionally in each of the 


last three Preliminary estimates indicate that 
1953 may show a loss ratio (losses plus loss adjustment 
expenses incurred to premiunis earned) between 55% 
and 56% and an expense ratio (expenses incurred to 
premiums written between 35% and 36%. 


years, 


This would indicate a combined loss and expense 
ratio for 1953 for all stock carriers of about 91%, prob- 
ably fractionally higher. Thus 1953 shows the best 
gross profit margin since 1949. In general, carriers 
writing mainly fire lines showed an average increase 
in volume of about 5% and a slight increase in loss 
ratio while carriers with a large volume of casualty busi- 
ness showed an average increase of about 15% in vol- 
ume and a decided improvement in loss ratio. The out- 
look for 1954 is for a modest increase in volume and 
a somewhat higher combined loss and expense ratio. 
It should be a good year with higher net investment in- 
come and lower taxes offsetting to a considerable degree 
the anticipated downward cycle in underwriting earn- 
ings. 

Competition is the life blood of business in a free 
economy and the insurance business certainly has its 
share, It exists not only among companies of the same 
type but between bureau and non-bureau, stock and 
mutual carriers, The industry entered the multiple line 
era with not only fire companies competing for casualty 


ia 


insurance and visa versa but with competition from life 
companies for accident, health and hospitalization insur 
ance, Thus, the ever present competition among com 
panies for executives, personnel, agents and business 
has been stepped up. 

Competition will become keener and more emphasis 
will be placed on merchandising and distribution. The 
American Agency System and the established rating 
bureaus, which largely built the fire and casualty insur- 
ance business as we know it today, are being challenged. 
This has always been so but today the challenge is more 
urgent. The days of the order-taker are numbered. So 
far competition by different merchandising or rating 
methods has been most active in the automobile insur 
ance field. 

Better than a five fold increase in ten years has 
boosted total auto premiums to about $4 billion. Twenty 
five million additional cars and many million new as 
sureds, who have purchased insurance mostly because 
of the auto financial responsibility laws, have changed 
the whole aspect of the automobile insurance market. 
Higher and higher rates have added fuel to the fire. 
New methods of merchandising and operation have not 
been confined to any one class of carrier; there are 
stock companies, mutual companies and reciprocals en 
gaged in this competitive struggle. Actually, the com 
petition is often keenest among the so-called independent 
carriers, 


Competition in Automobile Field 


Some operate with a policy renewable every six 
months with billing by the home office. This curbs 
over-all operating expense, makes current high rates 
more palatable for the insured, and reduces the lag be- 
tween rates and experience. Some carriers charge a 
policy fee at inception of the contract but not on renewal. 
Agents retain this initial policy fee and are paid a small 
servicing fee on each renewal. They must, therefore, 
seek new accounts each year to maintain their income. 
With lower acquisition costs and more selective under- 
writing, the price differential has permitted them to do 
this most successfully. 

Another carrier, backed by one of the country’s lead- 
ing merchandisers, has gone at the problem of distribu- 
tion somewhat differently but with strikingly successful 
results through low over-all operating expenses and 
emphasis on class rates and underwriting. It is reported 
that this one carrier added some $50 million in automo- 
bile business in 1953 to the $117 million written in 1952. 
Other carrers have successfully merchandised insurance 
through extensive advertising to the consumer by mail, 
by newspaper and magazine ads, by radio and by tele- 
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vision. If to a rate differential based mainly on lower 
over-all operating cost is added an increment due to 
better underwriting experience, the gap widens to sub- 
stantial proportions. 

Counter measures have been taken to meet this com- 
petition for good automobile business. About the middle 
of the year, an important West Coast company, at that 
time a member of the National Bureau, filed an inde- 
pendent schedule of rates for private passenger cars in 
the State of Washington as a means of meeting com- 
petition. Risks were separated into six classifications 
based on mileage, driver age and auto use. 

The National Bureau and the Mutual Insurance Rat- 
ing Bureau, after months of intensive study and debate, 
developed a revised classification system with seven 
classes reflecting the use of the car, mileage and the age 
and marital status of the operator. Shortly thereafter 
one group resigned from the Bureau for automobile 
lines to enable adoption of a merit rating plan super 
imposed on the new classification plan. 


Other Competitive Measures 


Meanwhile another West Coast group put $2 million 
into a new participating carrier to write auto business 
at 15% new and renewal commission, with a bonus com- 
mission based on volume and experience. It issues a 
continuous policy with six months renewals handled 
directly by the company. About the same time another 
company which had been organized earlier in the year 
to write business at competitive rates on the basis of 
lower commissions, refined rate classifications and auto- 
matic renewal and billing by the company raised its 
rate of commissions to 15% for both new and renewal 
business. Another large mutual group secured approval 
of a six-months auto policy in several western states at 
one half the annual rate with dividends payable semi-an- 
nually. 

Under a new broadened coverage developed in 1953 
and available in most states this month an automobile 
liability insurance policyholder may now protect him- 
self and family members of his household against medi- 
cal expenses for automobile accident injuries sustained 
as pedestrians or bicyclists or as drivers or occupants 
of any automobile not owned by an insured under the 
policy. This new form is termed “automobile extended 
medical payments.” 

Thus in 1953 competition was intensified and it will 
be only a question of time until some of these other 
merchandising methods which are proving successful 
in the auto field will be more fully extended to other 
lines. In fact, a large independent company which pre- 
viously specialized in automobile insurance has already 
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laid plans to underwrite dwelling fire business and effec 
tive March 1 a leading multiple line stock company 
group will terminate its subscribership to various rat- 
ing Organizations as regards certain dwelling forms and 
auto physical damage. 

The industry is never without problems and just last 
month over 50 groups of stock fire, casualty and marine 
insurance companies formed the American Insurance 
Association for the stated purpose to provide a forum 
for free discussion of the problems affecting the busi- 


ness. 


Legislatures Active 


Although regulation of the insurance business re 
mains under state jurisdiction, more than one hundred 
bills dealing with insurance in one form or another were 
introduced into Congress last year. They dealt, in the 
main, with such matters as Social Security, flood cover 
age and war risk insurance. The Federal Crop Insur- 
ance Corporation announced plans for extending its 
operations both geographically and with respect to crops 
insured. The Federal government also displayed re 
newed interest in operations of mail-order insurance 
carriers. A Senate Judiciary Committee began ex- 
ploratory hearings at which state laws and supervision 
were criticized by officials of the Department of Justice, 
the Federal Trade Commission and the Office 
Department. 


Post 


At the state level 1953 was an active legislative year 
with all states but Kentucky, Louisiana, Mississippi and 
Virginia meeting in regular session, 
surance and regulatory legislation held the limelight 
tattles raged over compulsory insurance, financial re 
sponsibility laws, compulsory auto inspection, impound 


\utomobile in 


ment of uninsured 
unsatisfied 


vehicles involved in an accident, 
judgement funds, etc. Non-oceupational 
temporary disability benefits were the subject of more 
than thirty bills in eleven states. Although 1954 will 
be an “off” year with only fourteen state legislatures 
holding regular sessions, there are an unusually large 
number of interim studies on insurance matters being 
conducted and special sessions may be held 


Impact of the Automobile 


How sixty-eight million Americans can drive their 
fifty-six million automobiles half a trillion miles a year 
without killing thirty-eight thousand persons, injuring 
two million more and causing an economic loss esti 
mated in billions of dollars remains the number one 
problem of this automobile age. Needless to say, the 
(Continued on the next page) 
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REVIEW AND PREVIEW—Continued 


impact of the motor vehicle on the insurance business 
has been staggering. Automobile insurance has become 
the largest line written in the fire and casualty field 
and is now running about two and one-half times the 
volume of straight fire business. 


In the stock company field automobile premiums ap 
proached $3 billion in 1953, an amount exceeding the 
total business of all stock carriers for any single year 
prior to 1946, Nearly $1 billion additional automobile 
business is written by mutual and reciprocal carriers. 
This nearly $4 billion in premiums on automobile in- 
surance by all classes of carriers compares with about 
$600 million only ten years ago. However ten years ago 
there were only 31 million cars, much lower rates, fewer 
financial responsibility laws and lower insurable values 


Automobile Physical Damage Experience 


Automobile physical damage premiums underwritten 
by stock carriers reached an estimated $1,265,000,000 in 
1953, up nearly 5% for the year. This record volume 
compares with a total of only $155 million written ten 
years ago. The tremendous increase in this relatively 
short period was brought about by record production 
of new automobiles, higher values on all autos, both 
new and used, and higher rates. The disastrous experi- 
ence immediately following World War II set the base 
for substantial rate increases and the line has been very 
profitable in recent years 


The combined loss and expense ratio, which rose 
nearly fifteen points from a record low in 1949 to just 
over 90% in 1952, turned downward again in 1953 and 
should average slightly above 85% for the year. With 
new car production for 1954 estimated at only 10% be- 
low the high level of production in 1953, physical dam- 
age volume should continue to advance in 1954 at a 
modest pace, probably something below 5%. Rate 
changes already made in numerous jurisdictions have 
been generally downward because of favorable experi- 
ence so profit margins in the year ahead may be ex- 
pected to narrow. 


Automobile Liability Experience 


Net premiums written by stock carriers on auto 
bodily injury insurance advanced by more than 15% to 
reach an estimated $1,100,000,000 for the year as against 
a premium volume on this line of only $200 million ten 
years ago. Higher rates, a much larger number of 
automobiles and additional and more stringent auto 
financial responsibility laws contributed to this great 
upsurge in premiums, Emergency rate increases in 
1951 raised the nationwide rate level on passenger cars 
an estimated 17.9% and in 1952 additional 
creases averaged 11.5%. These increases were not re- 
flected in experience until 1952, and then only partially. 


rate in 


The loss ratio declined three points in 1952 but the 
line was still in the red. However, in 1953 the major 
portion of the rate increases were reflected in experi- 
ence and the line returned to the black with an esti- 
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mated profit margin of nearly 5%, the best showing, 
except for 1949, in ten years. The line still has a long 
way to go to hope to recoup past losses but at long last 
the trend of experience is favorable. In 1954 volume 
should continue to advance, but at a slower rate, and 
experience should be at least as favorable as in 1953. 
There is still some benefit to accrue from rate increases 
but average loss settlements continue to edge higher. 
Fortunately accident frequency has levelled off and 
continued emphasis on safe driving and law enforce- 
ment may bring some further improvement. 

Automobile property damage premiums advanced by 
at least 20% to reach an estimated $560 million in the 
stock field in 1953, a substantial increase over the $76 
million written just ten years ago, Substantial rate in- 
creases made in 1951 and 1952 finally were reflected 
in underwriting experience in 1953 to cause a dramatic 
drop of at least ten points in loss ratio and return the 
line to the black for the first time since 1949, the only 
other year in the last ten in which auto property dam- 
age insurance was out of the red. Just as is the case 
with auto liability, some benefit is still to accrue from 
rate increases already made and accident frequency is 
lower but average loss settlements are edging higher. 
The outlook for 1954 is for a modest increase in pre- 
miums and continued satisfactory underwriting experi- 
ence. 


Fire Insurance Experience 


Straight fire insurance, which has decreased in rela- 
tive importance to less than one-fifth of the total fire 
and casualty business underwritten by stock carriers, 
declined fractionally in 1953 to about $1,275,000,000. 
Net premiums written began to level off in the latter 
part of 1951 as additional states permitted writing term 
business on the installment basis or on an annual re- 
newal basis. This continued into 1952 and 1953 so that 
net writings were off nearly 1% in each year, the only 
time since 1939 that net premiums on straight fire busi- 
ness failed to advance. Unquestionably, the line would 
have shown a healthy gain except for the renewal of 
term business on an annual basis. 

Underwriting experience has been unusually favor- 
able for the past several years but has definitely entered 
a less favorable cycle on a basis of lower rates and ris- 
ing losses. The estimated profit margin for 1953 was 
still at least a healthy eight points as against slightly 
better than ten in the preceding two vears and a phe- 
nomenal fifteen in 1949 and 1950. The outlook for 
1954 remains favorable with volume remaining about 
level and the loss ratio edging higher. 


Extended Cover Experience 


Extended coverage premiums advanced modestly in 
1953 to reach about $360 million in the stock company 


field. Advances in loss ratio however, were far from 
modest. Tornadoes were unusually frequent as during 
the vear there were sixteen windstorms which caused 
more than $1,000,000 propertv damage loss each. One 
in Southwest Michigan and Northern Ohio killed 143 
persons and caused property damage of about $13 mil- 
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lion. This was followed by a storm in Central Massa- 
chusetts and New Hampshire which took a toll of 89 
lives and caused property damage of $50 million. Ex- 
perience varied markedly among companies depending 
upon the concentration of risks in affected territories 
and reinsurance coverage. Over-all the line slipped 
back in the red. The outlook for 1954 is for a further 
increase in volume and should we have a more normal 
year as regards windstorms, experience should improve 
materially. 


Experience on Marine Lines 


Inland marine premiums written by stock carriers 
advanced about 8% in 1953 to reach nearly $290 million 
climaxing a steady yearly rise from $28 million written 
in 1933. This growth reflects the trend toward broad 
flexible coverage, the high level of commercial trans- 
portation, inflated dollar values and the increasing popu- 
larity of personal property floaters. Underwriting ex- 
perience showed improvement to increase the estimated 
profit margin to better than 10%. Outlook for 1954 is 
for continued advance in premium volume and steady 
satisfactory underwriting results, Ocean marine volume 
registered a small decline in 1953 but loss ratios showed 
some improvement so the line remained well in the black 
for the year. 


Workmen's Compensation Experience 


Volume of workmen’s compensation insurance writ- 
ten, which had declined moderately in 1949 and 1950, 
advanced by better than 12% in each of the last three 
years to reach an estimated all-time high of $640 million 
in 1953. This compares with less than $90 million writ 
ten in the depression year 1933. The line was in the red 
in 1951 and barely in the black in both 1950 and 1952. 

A number of steps were taken in 1952 which laid the 
foundation for the general improvement in experience 
witnessed in 1953. Rate increases, ranging up to 20%, 
were obtained in a majority of states with only nine 
revisions involving rate decreases. Additional states 
accepted a loading factor of two and a half points for 
profit and contingencies reducing the number of states 
without such a factor to ten. Eleven additional states 
approved a $10 expense constant on risks with pre 
miums less than $500, Outlook for 1954 is for a level- 
ling off in premium volume and continued satisfactory 
underwriting experience. 


General Liability Experience 


Net premiums on liability lines other than automo- 
bile increased by more than 15% in 1953 to reach an 
estimated $320 million in the stock company field. In 
flation in claim costs began to be felt in 1948 and the 
line was in the red for each of the following four years. 
Substantial rate increases were secured in 1951 and 
1952 on coverages written on a fixed exposure basis, 
particularly area and frontage. Rate increases on these 
classifications were approved in forty-four rating juris- 
dictions amounting to 26.6% on a countrywide basis 
and equivalent to 16.6% for all owners’, landlords’ and 
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tenants’ liability insurance. Higher excess limits rates 
on bodily injury liability were adopted in all states and 
territories except one. Underwriting experience im 
proved in the latter part of 1952 but it was not until 
1953 that any real benefit was reflected in the experi- 
ence. The line returned to the black in 1953 and should 
show some modest improvement in 1954. 

Accident and health insurance underwritten by all 
classes of carriers including life insurance companies, 
forged ahead an estimated 18% to reach nearly $2% 
billion in 1953. However, in the stock fire and casualty 
field the increase averaged less than 15% and total vol- 
ume amounted to about $425 million. Experience re- 
mained favorable with an estimated profit margin of 
nearly 10% on commercial business and less than 5% 
on group business. Outlook for 1954 is for continued 
healthy growth and satisfactory experience 


Fidelity and Surety Experience 


Fidelity and surety volume held about even with 
1952 and is estimated at between $185 million and $190 
million for 1953 in the stock company field. Fidelity 
experience has averaged about a 10% profit margin for 
the last several years and 1953 is expected to show 
about the same, despite continued unsatisfactory experi- 
ence on bank business. Volume on fidelity lines should 
increase in 1954 as this year will witness the return of 
the three year renewal cycle on term business. Experi- 
ence should remain favorable. With booming construc- 
tion for the seventh consecutive year, contract bond 
business has been well sustained and over-all surety 
volume remained very near the 1952 level. 

Experience on surety lines in 1953 was excellent with 
an estimated profit margin between 15% and 20%. 
Outlook for 1954 indicates a continued high level of 
construction with a corresponding large volume of con- 
tract bond business. However, with increased compe- 
tition and lower profit margins on contracting work the 
bond business will have to be more selective to main 
tain the fine record of recent years. 


Outlook Favorable 


The various miscellaneous small lines were generally 
satisfactory in 1953 with glass, burglary and theft, 
boiler and machinery, credit, and hail insurance show 
ing a modest increase in volume and good profit mar- 
gins. 

The fire and casualty industry enjoyed a very satis- 
factory year with sufficient underwriting and investment 
earnings to build surplus funds to a point more in line 
with the greatly increased commitments assumed in 
our booming economy. It gave a good account of itself 
in 1953 and will continue to do so in 1954 and for years 
to come, Our dynamic expanding economy with its 
growing population and steadily rising standard of liv- 
ing constantly opens new vistas for insurance. The fire 
and casualty business has kept pace with the increasing 
insurance needs of the public, has grown to impressive 
size and generally won the confidence of the whole 
country in its integrity and its capacity for valuable 
service. 
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IRE and casualty insurance shares are a rela 

tively small but select segment of the total security 

market noted for long and stable dividend records 
and sound long term growth, Insurance shares fluctuate 
in price for the same fundamental economic reasons that 
cause other stock prices to move and, over a period of 
years, have kept pace with the general security market, 
sometimes running ahead of it and sometimes following 
it, 


Insurance shares lagged behind the general market 
coming out of the depression period of the Thirties and 
it was not until the early Forties that they forged into 
the lead. Then in the middle Forties, when inflation 
was pushing losses higher, insurance shares lagged again 
but recovered sharply when earnings reached a peak 
in 1948 and 1949. The general market caught up in 
1950 when the fire companies were hit by the hurricane, 
casualty earnings turned downward and dividend in- 
creases were held at a minimum, 

Insurance share prices remained below the general 
market until the last quarter of 1953. 


Insurance Shares Rally 


setter earnings on casualty lines, higher investment 
income, the declaration of either stock dividends or in- 
creased cash dividends and the expectation of similar 
dividend action by other companies were responsible 
for the brisk rally in insurance shares in the closing 
months of 1953 which again carried them ahead of the 
general nfarket. In fact our index of fire and casualty 
share prices showed a net gain of 2.1% for the year 
while the general market recorded a net loss of 6.6%, 
as gauged by Standard & Poor’s index of 90 stocks. 

Despite the sharp recovery in insurance share prices, 
they remain undervalued in relation to net worth 
many selling well below estimated liquidating value and 
some even below book value, Many issues are quoted 
at attractive yields. The outlook is for continued good 
underwriting results on a record volume of business. 
Insurance company investment portfolios include large 
holdings of United States Government and other high 


30 Fire 90 

& Cas. Stocks 
48.6 80.2 
70.7 75.4 
100.3 106.7 
98.3 136.4 
71.9 83.7 
87.1 104.9 
93.5 99.2 
94.2 84.0 
91.5 69.0 
92.5 77.6 


30 Fire 90 
& Cas. Stocks 
100.6 92.7 
103.0 105.5 
123.5 137.8 
108.7 121.5 
108.5 119.3 
124.5 119.4 
151.5 133.1 
162.5 162.1 
165.9 188.8 
1952 204.2 211.0 
1953 208.5 197.0 
The index of 90 stocks is based on Standard & Poor's daily stock price 


indexes of 50 industrial, 20 railroad and 20 public utility stocks combined 
The 90 stocks and the $0 fire and casualty stocks were at 100 in June, 1944 


Year 
1933 
1934 
1935 
1936 
1937 
1938 
1939 
1940 
1941 
1942 


Year 
1943 
1944 
1945 
1946 
1947 

1948 
1949 
1950 
1951 
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grade bonds as well as diversified lists of preferred and 
common stocks, 

Income from investments is, therefore, not subject to 
wide fluctuation in yield and has increased substantially 
in recent years through normal growth in invested as- 
sets. Although net return on assets has averaged just 
under 242% in recent years there has been an average 
increase in assets for the industry of $1 billion a year 
for the last seven years which doubled the assets and 
doubled the net interest earned. 

This has laid the base for increased dividends to 
stockholders as insurance companies customarily gauge 
their own dividend actions on their income from invest- 
ments, normally keeping dividend disbursements well 
within such earnings, and plow back into the business 
all other earnings from either investments or underwrit- 
ing. 


Tied to General Market 


Insurance companies are tied closely to general over- 
all business and security market conditions on two 
counts—not only are the volume of underwriting com- 
mitments and experience on many lines of insurance 
linked to general business conditions, but insurance 
companies own very substantial blocks of high grade 
stocks and bonds as investments. 

Underwriting results and outlook are outlined in 
detail in the preceding article, Review and Preview. In 
our booming econoray the general stock market has 
shown substantial appreciation in eight of the last ten 
years with only 1946 and 1953 showing relatively 
modest declines. The bond market has been generally 
strong except for 1953 and much of the depreciation in 
that year was recovered by year-end, Although the 
general stock market regained a substantial portion of 
its mid 1953 losses and business sentiment toward the 
1954 outlook has improved there is still evident a dis 
tinct feeling of indecision which will undoubtedly pre- 
vail until business trends become clearer. 

A detailed table of stock trends of more than sixty 
insurance companies appear on pages 102 and 103 


i -1983-- — 
30 Fire 90 
& Cas. Stocks 


198.6 209.5 
194.7 203.1 
192.8 200.8 
187.6 195.5 
187.8 194.9 
182.1 191.7 
188.2 196.6 
185.9 185.2 
188.9 185.4 
195.5 194.9 
207.6 196.6 
208.5 197.0 


Stocks 


191.7 
184.7 
193.5 
185.2 
189.4 
198.2 
201.7 
198.8 
194.9 
194.7 
203.8 
211.0 


January 31 
February 29 
March 3! . 
April 30 
May 31 
June 30 

July 31. 
August 31 
September 30 
October 31 . 
November 30 
December 31! 
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Meet your HOMEtown Insurance Agent 





“IT’S LIKE HAVING AN EXTRA EXECUTIVE!“ 


How the Insurance Agent 
serves business 


A lot of businessmen in your own community 
feel that way about your Home Insurance 
agent. They seek his advice and respect 
his judgment on problems of insurance 
protection. They know from pleasant 
experience that he is qualified by 
training, ability, and sincere interest 

to help them. You can depend on your 
insurance agent—just as you depend 

on your lawyer, accountant, and other 
key men. You need this “extra 

executive” in your business! 


Your “insurance architect”—your 
agent—can design a plan to fit your plant 
and your business requirements exactly. 
It’s good sense and good business to 
help him serve you. Back of him are all 
the broad facilities and experience of 
The Home—all “at your service!” 


Your HOMEtown Agent can serve 
you well—see him now! 


® 
For more than a century, Home policies have provided 


protection in every indust 


This ad is soon to > Wat 
appear in full olor " 
full page size in é fe . 
7 q , 
SATURDAY EVENING POST fr : 
BUSINESS WEEK 
NATION'S BUSINESS 
TIME 


U.S. NEWS & 
WORLD REPORT 


and in every part of the nation. 
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* THE HOME ve 


Home Office: 59 Maiden Lane, New York 8, N.Y. 


FIRE + AUTOMOBILE MARINE 


The Home Indemnity Company, an affiliate, writes 
Casualty insurance, Fidelity and Surety Bonds 


America’s leading insurance protector of American homes and the homes of American industry. 











A Complete Statistical History 


of the Fire and Casualty Business 


1953 


EDITION 
Best's Aggregates and Averages brings together 
under one cover the most important statistical data 
accumulated by Alfred M. Best Company, Inc. over 
the past fifty years. 


Tabulations of total assets, surplus and premiums 
(current and long term) of the stock, mutual, recip- 
rocal and Lloyds organizations are supplemented 
by figures on insurance company groups, detailed 
tabulations of underwriting expenses and important 
underwriting tables which show, hy companies and 
by aggregates, the results of the principal kinds of 
insurance transacted. 


To be instantly understandable, many of the exhibits, 
tables and breakdowns are also shown in chart or 
graph form. 


Invaluable to underwriting and investment depart- 
ments; special agents, insurance investors, buyers 
and students. 
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O ME private free enterprise 

means the greatest permissi- 

ble degree of freedom from 
pressures and restraints to enable 
individuals to exercise their right to 
succeed or fail in an enterprise. It 
stands upon the sound premise that 
opportunities and responsibilities are 
God-given; that the individual 
should be permitted to enjoy life, 
liberty, and property according to 
his own choice and ability, provided 
he does so with due respect for the 
rights and interests of others; that 
individuals shall be responsible for 
consequences and therefore entitled 
to rewards. It is a realistic form of 
individualism. It is a basic charac- 
teristic of democracy. It stems from 
\rticle V of our Bill of Rights 
“No person shall be deprived of life, 
liberty, and property without due 
process of law.” 


Denial of the Individual 


What is the antithesis of private 
free enterprise? It is collectivism ; it 
is usually a socialistic principle of 
control of all means of production 
and economic activities. It stands 
upon the theory that all should share 
equally the fruits of collective effort ; 
it is a denial of individual responsi- 
bility and authority; it is a mani 
festation of mob psychology. It 1s 
out of harmony with our Constitu- 
tion as repeatedly interpreted by the 
U. S. Supreme Court. 

A conclusive demonstration of the 
superiority of Private Enterprise 
over Socialism is found in the re- 
markable achievements of West Ger- 
many in recent years. Chancellor 
Adenauer’s reelection by an over- 
whelming majority was a resounding 
victory for private free enterprise 
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over statism. In the first few years 
after the war, there was no German 
government, and the United States, 
sritain and France necessarily filled 
that vacuum. The economy was regi- 
mented from beginning to end, in- 


ternally and externally. It was 


1 realistic form of individualism 


mainly because the allies were trying 
to dismantle industry, prevent ‘war 
potential” production, and exact rep- 
arations, that the 
strictly regimented. 
United States 
when it became 


economy was 
changed 
apparent that a 
starving, half-working country was 


policy 


of little use to anyone. The currency 


was reformed in 1948. With the 
establishment of the West German 
government, the handling of the eco- 
nomic affairs was gradually turned 
over to the German people. The 


government discarded the Socialist- 
type of controls and rationing as fast 
as it could. The economy was put 
on a private enterprise basis. In- 
dividuals were freed from onerous 
restraints upon life, liberty, and 
property rights. 

The results were and 
sudden. Almost the 
Germans experienced a prosperity 
that has endured. It is not surpris- 
ing that the German people voted to 
continue the Adenauer government. 
What is surprising, in the light of 
opposite experience in semi-social 
ized France, and in Britain under 
Socialism, is that Socialist economic 
thinking persists at all 
or in the United States. 


dramatic 
immediately 


in Europe 


Private Enterprise Today 


The laissez faire entrepreneur of 
yesterday operated in an environ- 
ment bearing little resemblance to 
the business climate of today. The 
so-called ‘‘good old days” were char 
acterized by little restraint other 
than that imposed by one’s own con 
Today, business in the 
United States must operate under 
controls unknown when our Consti- 
tution was adopted in 1787. In ad- 
dition to the ever-present political 
ideologies and punitive taxes, our 
business world now includes 


science, 


(1) The “New Rights’ of labor, 
both organized and unorganized; 
(2) New rules created by legisla- 
tion and new controls with govern 
ment supervisors to exercise them; 
(3) Industry’s recreational and wel 
fare relationship to the worker; its 
civic responsibility to the commu- 
nity; and its economic stake in the 
area in which it functions 
(Continued on the next page) 





Private Enterprise and Ins.—Cont. 


Progressive-minded companies 
recognize the need to keep free en- 
terprise in step with the times. The 
welfare of employees, community, 
colleagues in the industry, and the 
public at large is now stated as a 
fundamental objective or purpose 
for which an enlightened business 
organization exists. Tom Nelson, a 
partner in the Rogers, Slade and 
Hill management consultant firm, re- 
minds management that : 


(1) The person is the most impor- 
tant thing in the world. 
(2) Each person is unique 
are entirely alike. 

We in the insurance industry are 
beginning to realize that our enlight- 
ened self interest decrees that we 
undertake a better public relations 
program. We must relate our pur- 
poses, objectives and philosophy to 
the world in which we live. How 


no two 


can we in the insurance business 
know that our business blends into 
the present day economic climate? 
In broad general terms, I would say 
we must apply these tests : 


(1) Re-examine the purposes of our 
existence ; 

(2) Evaluate the degree of existing 
maturity in our relationships with 
people ; and 

(3) Measure our respect for in- 
formed judgment and guard our 
right to exercise it ourselves. 


Purposes for Existence 


No longer does the word “suc- 
cess” mean solely “to make a profit.” 
To be sure, we must make a profit 
to fulfill our obligations and stay in 
business. To justify its existence, a 
business must serve a need; to pros- 
per, it must create wants. It must 
recognize and provoke in people new 
desires for healthier and happier 
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standards of living. This is funda- 
mental to success in America. This 
philosophy has created in America 
the highest standard of living ever 
experienced on earth. 

Business must discharge its full 
responsibility to the community. 
Among the diversified responsibili- 
ties society now places upon industry 
are those of: 


(1) Providing endless opportunities 
for more careers for more people. 
This is another way of saying that 
industry must develop human re- 
sources to full potential. 


(2) Keeping the older worker pro- 
ductively employed. This means in- 
dustry must practice conservation of 
human resources. 


(3) Helping new business to come 
into existence; young business to 
mature; and small business to grow 
and prosper. 

(4) Developing longer range in- 
come and employment planning. In- 
dustry may soon be confronted with 
demands for a “guaranteed annual 
wage,” and must be prepared to 
study the demand. 

Industry’s failure to recognize 
these sociological and psychological 
responsibilities would inevitably 
bring about more rigid public regu- 
lation and control. Let me give an 
example of freedom under our pri- 
vate enterprise system and controlled 
industry elsewhere. It illustrates the 
difference between the Socialist 
dogma of filling needs and free enter- 
prise philosophy of creating wants. 

Many foreign governments dic- 
tate who shall go into business, what 
may be produced, and how much may 
be manufactured. This is on the 
theory that industry exists to satisfy 
the “needs” of people. Creating new 
“wants” is confined to give-away 
programs used by politicians to gain 
public offices. 


Creating Wants 


If the government decides there 
are enough aspirin tablets manu- 
factured to satisfy the needs of the 
public, then permission to a new or- 
ganization to manufacture aspirin 
tablets is denied. Contrast that with 
what happened some years ago in 
St. Joseph, Missouri. 

Upon instructions from her phy- 
sician to administer one-half an as- 
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pirin tablet to her young son, a 
housewife painstakingly cut an as- 
pirin tablet in half. Her husband, 
observing this, thought “Why 
couldn't I make a half-strength as- 
pirin so mothers could give a whole 
one to their children? This would 
eliminate the bother of cutting a full 
strength one in half.” Acting upon 
this inspiration, he went into the 
business of manufacturing reduced 
strength aspirin tablets. He created 
a tremendous demand for his kind 
of aspirin tablet. By visualizing the 
appeal a half-strength aspirin tablet 
would have, and then by telling the 
public about his new product, our 
manufacturer created a new want. 
This resulted in a handsome profit 
to himself. At the same time he con- 
tributed to a healthier and happier 
standard of living for the American 
people. 


An Inherent Need to Excel 


One of the most rewarding ex- 
periences of management is finding 
positions in which employees will be 
happy and successful. A satisfied 
person gets from his job much be- 
sides his pay check. Most people 
have an inherent need to excel and 
compete. Many have a need for at- 
tention—they are status-conscious. 
Productivity increases when the par- 
ticipant is utilizing his knowledge 
and skills in a position which fits him 
and which allows him to express 
his personality. 

The traditional American concept 
of equality of opportunities has been 
a great contributing factor to our 
economic success and greatness. The 
opportunity for the potentially able 
man at the bottom to rise to the top 
has resulted in a tremendous increase 
in the utilization of our human re- 
sources. It stems from gearing the 
American free enterprise system to 
the individual. This unique charac- 
teristic is conspicuously absent in 
the enterprise systems of most other 
countries in the world. Remember, 
“The person is the most important 
thing in the world.” 

Most enterprises are engaged in 
making an orderly arrangement of 
men, money, and methods to accom- 
plish desired ends. In the days of 
unbridled competition before the de- 
velopment of desirable governmental 
codes of conduct, there was unques- 
tionably some exploitation of labor. 
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In the early 20s, some busi- 
nesses made a quick swing to scien- 
tific management engineering, and 
adopted rigid formulae. Much has 
been accomplished through stand- 
ardized methods and techniques, par- 
ticularly where dexterity is the 
paramount factor. Going in another 
direction, overly zealous companies 
published manual rules spelling out 
the behavior of employees. Some 
companies actually thought that by 
telling people how to act, you could 
mold employees into an approved 
pattern and solve most of the human 
conflict and behavior problems. 
That has not worked out well in 
jobs calling for maturity and judg- 





ment. In that area, it is better to 
agree upon what is wanted, and leave 
the how to the judgment of the in- 
dividual. 

Today, there is taking hold the 
philosophy that business matures in 
much the same manner as an indi- 
vidual does. Most managements to- 
day : 


(1) Understand their opportunities 
and obligations ; 


(2) Recognize the rights and privi- 
leges of others; 

(3) Are morally and financially re- 
sponsible for the consequences of 
their actions ; and, 


(Continued on page 118) 
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TAX PROBLEMS OF 


T IS my personal observation 

that the tax liability of most 

businesses is higher than neces- 
sary. This is due to lack of plan- 
ning, failure to claim proper deduc- 
tions or exclusions, handling various 
transactions in the most costly tax 
manner, and frequently outright stu- 
pidity on the part of those charged 
with the tax responsibility of a busi- 
ness. In the following discussion | 
will attempt to point out the pitfalls 
to be avoided and recommend cer- 
tain tax-saving features of a proven 
nature for use by the ‘one-man 
agency, the partnership and the cor- 
poration in that order. Necessarily, 
much of what I say is of a general 
nature since peculiarities in a given 
situation may require a different 
approach or solution. 


General Factors 


It is a comparatively easy matter 
to determine mathematically the in- 
come level at which the individual, 
partner or stockholder receives the 
same net return. Any such compu- 
tation, however, has very little af- 
firmative value in and of itself, since 
the entire problem must be consid- 
ered along with a number of personal 
and business factors. As a broad 
general principle, agencies with sub- 
stantial net incomes can often 
advantageously adopt the corporate 
form while agencies with compara- 
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tively small net incomes should 
utilize the individual or partnership 
form. 

It is almost impossible to general- 
ize relative to the selection of the 
corporate or unincorporated form as 
to those agencies with moderate 
net incomes. Having stated the 
general principles, it is necessary to 


Higher liability than necessary 


temper their application with several 
precautionary notes. The trend of 
future tax legislation cannot be 
definitely predicted so that what may 
be advantageous today may be dis- 
advantageous tomorrow. This is the 
calculated business risk all must take 
in selecting the form of operation. 
The obtaining of advice of competent 


AGENTS 


counsel familiar with tax laws and 
geared to tax legislative and judicial 
trends is a “must”. 


Modifying Factors 


(1) The first modifying factor to 
these broad principles is the question 
of compensation to be paid to the 
owners of the agency. In the case of 
the corporate form, it would be ideal 
to be able to so allocate the earnings 
between the owner-stockholders and 
the corporation by increasing or de 
creasing the compensation in the 
same ratio as profits are realized 
and tax rates increased or decreased 
However, the Treasury’s insistence 
upon a theory of “reasonable com 
pensation” makes that approach 
more theoretical than practical. 

The amount of the compensation 
should be determined with due re 
gard to the ultimate allowance of the 
salary as an expense deduction on 
the income tax return of the corpo 
ration. As_ contrasted with the 
corporate form, partners or indi 
vidual proprietors can fix the com 
pensation at almost any amount 
desired since it is deemed to be in 
the nature of profits at all times 
taxable to the partners or individ 
uals (the proprietorship or partner 
ship not being a taxable entity apart 
from the individuals ). 

One of the more common mis 
takes under the corporate form 

(Continued on the next page) 





Tax Problems of Agents——Continued 
is the tendency at the outset to 
establish only a nominal salary scale, 
and then when a later attempt is 
made to more equitably synchronize 
salaries with corporate 
profits the owner-stockholders are 
faced with this com 
pensation” test, Some owners have 
attempted to anticipate this pos- 
sibility with a degree of success by 
obligating themselves to return any 
salary deemed the 
corporation, This solution is imprac- 


increased 


“reasonable 


excessive to 


tical, as a rule, and may lead to com- 
plications under Section 102 of the 
Internal Revenue Code as well as 
individual tax complications. 


Delaying Incorporation 


This potential danger can better 
be avoided by not incorporating 
during the early life of the agency, 
assuming delay is feasible under the 
particular circumstances. Incorpo- 
ration can then be accomplished at 
a later date, at which time salaries 
can be fixed commensurate with 
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anticipated corporate earnings, An- 
other reason why it may not be wise 
to incorporate at the outset is that 
losses may occur during the early 
life of the agency until the leveling 
off process begins. These corporate 
losses cannot be offset against any 
current income of the owner-stock- 
holders, and the chances are the 
carryover of such losses to subse- 
quent corporate returns for two 
years will not fully recoup them. If 
not incorporated at the outset, these 
losses are available offsets to other 
income of the individual proprietor 
or partners. 

(2) The second factor to be con- 
sidered in making the choice between 
the corporate, partnership or individ- 
ual proprietorship is the matter of 
retention or distribution of the 
business profits. In the case of a 
corporation, it is true that the earn- 
ings retained in the business may 
bear a lower rate of tax than the 
retained profits of an unincorporated 
business, but the retained earnings 
usually cannot be used for personal 
purposes ; and, if an attempt is made 
to borrow from the corporation, 
the owner-stockholders are in danger 
of having the loans treated as 
dividends from a tax standpoint, 
although a general creditor of the 
the corporation could treat them 
as true loans. Partners and individ- 
uals, on the other hand, may exercise 
their unrestricted judgment in the 
control and use of surplus earnings. 

Further, Section 102 is a continual 
threat to the closely held corporation. 
The burden of satisfying the Treas- 
ury and the courts that accumulated 
earnings have been retained for valid 
and reasonable business purposes is 
one that does not rest lightly upon 
the shoulders of those charged with 
the determination of the corporate 
dividend policy. This additional 
drain of a penalty tax is quite a 
penalty to pay for the advantage of 
a corporate form. 


Applies to Whole Retention 


The problem becomes more acute 
when it is realized that Section 102 
is not a marginal proposition. Con- 
trary to popular belief, if any part 
of a given retention is found to be 
“unreasonable” the penalty rates ap- 
ply to the whole retention, not just 
the unreasonable amount. Oddly 


Rest’s Fire and Casualty News 





enough, however, there are situations 
where even with the penalty for an 
unreasonable accumulation the ag- 
gregate tax is smaller than if most of 
the earnings were distributed as 
dividends. This is a case where the 
combined corporate rates, regular 
and Section 102, are less than the 
applicable individual rates of the 
stockholders. In this regard, the 
corporate form may tend to level 
off the peaks and valleys of taxable 
income of an agency having sub- 
stantial term business with large 
term commissions. 

(3) The third factor is the element 
of double taxation ever present in a 
corporate form where profits are 
taxed first to the corporation and 
then taxed as dividends to the stock- 
holders. Partners and_ individual 
proprietors are only taxed once. Ac- 
cordingly, the partner or individual 
has no problem of profit with- 
drawal. Necessarily, a close estimate 
of corporate earnings and dividend 
payments is essential to a determi- 
nation of the relative tax advantages 
of the corporate or non-corporate 
form. Entirely apart from the double 
tax of dividends, it is often over- 
looked that double taxation may 
occur when the corporation is li- 
quidated or when the stock is sold, 
At that time the corporate earnings 
will be reflected in the increased net 
worth of the corporation. 

Normally, this enhanced value of 
appreciation is taxable at long-term 
capital gain rates rather than ordi 
nary rates. However, it is readily ap- 
parent that some of the tax saving 
made through retention of earnings 
will be dissipated on sale or 
liquidation. On the other hand, as- 
suming the tax has heen paid on the 
current earnings, there is no tax on 
the liquidation (as distinguished 
from sale) of a partnership as such, 
since all partnership income has 
borne its share of the tax as earned. 

(4) The fourth factor is the status 
of outside income of the owners. 
In the case of the unincorporated 
agency, the outside income is added 
to the partnership or proprietorship 
income and is subject to the top 
surtax rates. In contrast a stock- 
holder having outside income has 
added to it only the amount of 
corporate salary and dividends re- 
ceived. Income left in the corpora- 
tion is usually not subjected again to 
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tax until distributed and, if distrib- 
uted, in complete or bona fide par- 
tial liquidation, would go out to the 
stockholder-owner at capital gain 
rates. 

With this general background, | 
should like to discuss some of the 
more special tax problems facing an 
agency. 


The One-Man Agency 


The tax problems of the one-man 
agency are not essentially different 
from those of any other sole pro- 
prietorship of a personal service 
nature. He naturally wants to be 
sure he is operating his agency with 
a minimum of tax cost. However, 
the established fact is that there are 


only certain basic methods whereby 
an individual can legally reduce his 
tax cost. They are: 


(1) Taking advantage of all exclu- 
sions from gross income. 

(2) Taking or shifting allowable 
deductions. 

(3) Shifting income to more than 
one entity or to different years. 

(4) Converting ordinary 
into capital gain income. 


income 


(5) Claiming credits 


pre yperly. 


dependency 


(6) Electing the use of tax forms, 
accounting basis, and joint or sepa- 
rate return privileges which result, 
from year to year, in the smallest tax, 
(Continued on page 54) 
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DESTRUCTION OF RECORDS 


NUMBER of years ago the 

fire companies inserted the 

following two lines in their 
contents form, “The liability of this 
company under this item for loss to 
books of account, drawings, card in- 
dex systems and other records shall 
not exceed the cost of blank books, 
blank pages or other materials, plus 
the actual cost of labor in transcrib- 
ing or copying said records.” 


No Protection 


For some time few, if any, of us 
in the business seriously explored 
the possibilities of this condition. As 
I interpret this wording, the fire 
policy will not pay for records de- 
stroyed or damaged unless duplicate 
copies or other data is available to 
make copying and transcribing pos- 
sible. Under these circumstances 
many firms have no protection under 
the fire form. Those who have data 
which enables copying or transcrib- 
ing are protected, but to what ex- 
tent? 

Contents fire insurance for com- 
mercial firms is usually subject to a 
coinsurance clause. Few assureds 
consider the value of copying rec- 
ords when they arrange for con- 
tents insurance in order to comply 
with the coinsurance clause. My ex- 
perience in dealing with hundreds 
of cases reveals only one who did 
so, and he admitted a perpetual in- 
ventory was necessary to keep the 
figure accurate and the effort was 
too expensive. The cost of copying 
records, including blank material, 
should be determined and the insur- 
ance increased accordingly to com- 
ply with the coinsurance clause or 
this item eliminated from the fire 
policy by endorsement. 

The best way to insure records is 
under a destruction of records pol- 
icy which is designed for the pur- 
pose. It is “all risks” in coverage 
except against war, wear and tear, 
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gradual deterioration, vermin or in- 
herent vice, and does not insure 
money or securities. It is not limited 
to the cost of copying or transcrib 
ing as it insures the actual cost of 
labor, expenses, and material neces- 
sary to reproduce or replace the 
records. This could involve engi- 
neering, laboratory, research, field, 
managerial—in fact, any activity 
necessary to reproduce or replace. 

An automatic extension clause 
permits the policyholder to apply 
10% of the amount insured by the 
policy on property insured while 
elsewhere than on the described 
premises within the limits of the 
Continental United States and Can 
ada (excluding Alaska) but limits 
it to $5,000. This figure can and has 
been increased when necessary upon 
payment of additional premium. 

The “all risks” destruction of 
records policy, subject to the few 
exclusions mentioned, not only of- 
fers protection against more perils 
than the fire contract but provides 
coverage on records that must be re- 
placed or reproduced when copying 
data is not available. It also can 
provide coverage on records that 
cannot be replaced such as mailing 
lists with previous purchase nota- 
tions, original prints of subjects no 
longer living, and similar records 
that are not replaceable. 

When records of this character 
are involved, the insurance should 
be on a valued basis. The policy is 
also available on a coinsurance basis 
when values are stationary. It is 
also sold on a no coinsurance basis, 
scheduled or blanket. 

Each risk is rated individually, 
using the 100% contents fire rate as 
a base, to which is added a loading 
of 5% but not less than 5¢ when on 


a valued or coinsurance basis. With- 
out coinsurance the 100% fire rate 
is loaded 50% but ‘not to exceed 40¢ 
and not less than 5¢. When safes, 
vaults, or other fire resistive con- 
tainers are involved, credit in the 
rate is allowed. Policies can be is- 
sued for three years at two and one 
half times the annual rate. 

In some instances the “all risks” 
policy can be purchased at less cost 
than the fire and extended coverage 
contract. 

The types of records that usually 
influence the purchase of a destruc 
tion of records policy in general are : 
Accounting; bookkeeping; invoic 
ing; cost; taxes; payroll; Social 
Security ; indexing ; personnel ; orig- 
inal drawings, completed or in proc 
ess: Van Dykes ; 
sketches; photographs; specifica 
tions; engineering ; contracts; mail- 
ing lists and stencils. 


blueprints ; 


Banks seem to have considerable 
record value in their savings, com 
mercial, loans and discounts, real 
estate loans, safe deposit depart 
ments and general ledgers. 


Prominent Prospects 
Prominent prospects besides 
banks are libraries; credit agencies, 
and associations; building and loan 
associations; attorneys; architects ; 
engineering and auditing firms; 
mortgage loan and real estate firms ; 
manufacturers of all kinds, large 
and small; and insurance agencies of 
all sizes. When the policy was first 
‘introduced, insurance companies, in 
surance agents, abstract companies, 
credit agencies, and banks were im 
mediately impressed with its su 
perior coverage and elasticity. Now 
that the policy is more widely 
known, all types of industries have 
taken advantage of its protection. 

(Continued on the next page) 





Destruction of Records—Continued 


Most losses are as a result of fire, 
yet we have paid a loss caused by 
burglars blowing up a safe for 
money which destroyed records 
kept therein; quite a number of 
sprinkler leakage losses ; brief cases 
containg valuable records lost from 
automobiles and trains by execu- 
tives while traveling ; vandalism loss 
to a religious agency in a central 
western state perpetrated over the 
weekend through forcible entry of 
their office located above the ground 
floor in an office building; flash 
flood loss from a dry creek, $32,000, 
and, of course, the 1951 flood in 
Kansas City was quite costly. 


Types of Businesses 


Taken at random from our files, 
here are a few which show the many 
types of businesses that have pur- 
chased destruction of 
surance : 


records in- 


Photo service bureau $ 

Wholesale electrical sup- 
ply Co. 

Consulting engineer 

Hospital service Co. 

Credit men’s association 

Photo engraving company 

Women’s ready-to-wear 
and fur shop 

Tool engineering firm 

Architect 


100,000 


10,000 
100,000 
100,000 

68,550 

50,000 


10,000 
20,000 
25,000 


Optical manufacturing 
company 

Mail order house 

Building and loan 
association ” 

Public utility 

Township 

Mortgage and loan Firm 


10,000 
2,300,000 


150,000 
400,000 
7,500 
50,000 


Records in courthouses located in 
the county seat, insurance agencies, 
lawyers, real estate offices, and sun- 
dry manufacturing concerns. 

As a result of proper presentation 
of the contract the accounts receiv- 
able policy is being purchased today 
by many small and large firms that 
heretofore were without this form 
of insurance. In my opinion—and 
subject to very few exceptions—this 
type of protection is as important 
as insurance on the building and 
contents. For the benefit of those 
who have not given this policy their 
serious consideration, I shall en- 
deavor to present the thinking and 
approach of the agents who have 
sold many policies of this kind. 

At the beginning of their sales 
approach they fix in their minds 
what is represented by accounts re- 
ceivable in connection with a man- 
ufacturer, wholesaler, retailer, or 
professional firms and others that 
sell only service. In all instances 
they determine accounts receivable, 
represent a paper record of certain 
business transactions after all 
charges have been incurred but be- 


/ 


AMERICAN TITLE 


and 


INSURANCE COMPANY 


EQUITY GENERAL INSURANCE CO. 


BALOISE FIRE 
INSURANCE COMPANY LIMITED 


re okin to 00r own. 


ae re 


fore final payment is received and 
profit realized. 

One of their most important 
liquid assets is the money which is 
owed to them by customers for 
goods purchased or services ren- 
dered. They keep a very careful 
record of these accounts. If these 
valuable records were destroyed or 
disappeared, could they recall all 
the items and the amounts of each 
customer? Could they or all of their 
employees together make up a new 
set of statements if their records 
were destroyed? If their records 
were destroyed or were partially 
damaged by fire, explosion, earth- 
quake, burglars, windstorm, flood, 
riot or vandalism, their loss might 
be even greater than that occurring 
to their stock of merchandise or 
building. 

Their customers or clients have 
received the merchandise as or- 
dered or the benefits of services ren- 
dered and agreed to the price for 
same, but credit being a usual way 
of transacting business, they will 
pay upon a receipt of a bill or state- 
ment within thirty, sixty or more 
days, and until payment is received, 
the transaction remains open. If 
there are hundreds or thousands of 
these open items, the situation could 
become serious if the accounts re- 
ceivable records were destroyed. 

Under these circumstances would 
all of their customers or clients re- 
member the amount they owed and 
pay without a statement to remind 
them of the sum? 

Based on an impartial survey of 
the credit histories of one hundred 
concerns who experienced serious 
loss of their records, 43% did not 
resume business; 17% furnished 
financial statements before the loss, 
no longer do so; 14% suffered a 
reduction in their credit ratings; 
26% of the credit ratings were un- 
affected. 


Actual Loss Sustained 


The accounts receivable policy in- 
sures actual loss sustained by the 
assured through inability to effect 
collection of unpaid balances or ac- 
counts, but only when inability to 
effect collection results directly from 
loss of or damage to the assured’s 
accounts receivable records. 
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The policy is “all risks” except 
loss or damage caused by or result- 
ing from any dishonest, fraudulent 
or criminal act committed by or in 
collusion with an officer (if a cor- 
poration) or a partner (if a co- 
partnership) of the assured; and 
war. 

The policy also covers: interest 
charges on any loan to offset im- 
paired collections pending adjust- 
ment of any claim otherwise re- 
coverable ; extra expense necessarily 
incurred in re-establishing lost or 
damaged accounts receivable rec- 
ords; collection expense in excess 
of normal collection costs made 
necessary by loss or damage to the 
assured’s accounts receivable rec- 
ords. 


Adjustment of a Loss 


The adjustment of loss is as fol- 
lows: in the event that the assured 
cannot accurately establish the total 
amount of accounts outstanding as 
of the date loss or damage occurs, 
it is agreed that such amount shall 
be based on the assured’s monthly 
statements and shall be computed 
as follows: 


(a) Ascertain the total amount of 
accounts on the last fiscal day of the 
same month in the year preceding 
that in which said loss or damage 
occurs ; 
(b) Ascertain the percentage of in- 
crease or decrease in the average 
monthly total of accounts for the 
twelve months preceding the month 
of loss or damage as compared with 
such average for the same period of 
the preceding year ; 
(c) The amount ascertained in (a) 
above increased or decreased by the 
percentage ascertained in (b) above 
shall be the agreed total amount of 
accounts as of the last day of the 
fiscal month in which said loss or 
damage occurs ; 
(d) The amount ascertained in (c) 
above shall be increased or decreased 
in conformity with the normal fluc- 
tuations in the amount of accounts 
during the fiscal month involved, 
due consideration being given to the 
experience of the business since the 
last day of the last fiscal month for 
which statement has been rendered. 
It is further agreed that in de- 
termining the amount of the com- 
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pany’s liability for any loss or dam 
age hereunder, there shall be de- 
ducted from the total amount of ac- 
counts the amount of such accounts 
evidenced by records not lost or 
damaged, or otherwise established 
or collected by the assured, and an 
amount to allow for probable bad 
debts which would normally 
been uncollectible by the assured. 
On deferred payment accounts, un 
earned interest and service charges 


shall be deducted. 


have 





At the time of policy issuance, 
information is required as to actual 
amounts of outstanding accounts re 
ceivable at the end of each of the 
twenty-four months preceding at- 
tachment of policy 

The 


vance 


amount of provisional ad- 
premium is the 
monthly average amount of accounts 
outstanding for the months 
prior to date of policy issuance. 
The limit of liability in the policy 


based on 


twelve 


(Continued on the next page) 
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Destruction of Records—Continued 


should be sufficient to take care of 
the peak month. 

The assured furnishes the com- 
pany a written statement of the 
total amount of accounts outstand- 
ing as of the last day of each fiscal 
month during the policy period. At 
each anniversary date of the policy, 
pro rata adjustment of the provi 
sional premium is made on the basis 
of the actual average of accounts 
outstanding for the preceding twelve 
months. 

Each risk is individually rated 
and consideration is given to fire- 
proof vaults or safes in which the 
records are kept when not in use. 
Policies are for a term 
of three years at two and one-half 
times the annual rate. The number 
of charge accounts or deferred pay- 
ment 
fluences the purchase of this protec- 
tion, rather than the kind of busi- 
ness engaged in 


available 


transactions outstanding in- 


MANUAL CHANGES 


HE NATIONAL BUREAU of Casu 
ter Underwriters and the Mu- 
tual Insurance Rating Bureau have 
completely revised the bank section 
of their burglary manuals and made 
a number of important changes in 
their glass manuals effective De- 
cember 7. The principal effect of 
the changes in the burglary manual 


is to make available coverage for 
securities in custody of Federal Re- 
serve Banks and the Treasury De- 
partment to additional categories of 
risks and to permit the application 
of “excess” discounts to a combina- 
tion of a blanket bond and an all loss 
policy of the blanket bond type cov- 
ering the same exposure. The Na- 
tional Bureau has also promulgated 
a combination safe depository policy 
for banks, trust companies and safe 
deposit companies. The new policy 
i combination, on a_ schedule 
basis, of the present comprehensive 
safe depository liability policy and a 
broader version of the safe deposit 
box burglary and robbery policy for 
banks. It has been prepared on a 
standard provisions basis. 

One of the principal changes in 
the glass manual is the amendment 
of the residence glass endorsements 
to cover conservatory, chandelier, 
electric light fixtures, carrara or 
vitrolite glass, glass bricks, shingles 
or other structural glass, prefabri- 
cated multiple plate insulating units 
or radiant heating panels. These 
glass items were formerly excluded. 
The residence glass endorsements 
are also amended to change the limit 
of a company’s liability from $50 
per plate to $50 for any one occur- 
rence. 

A number of technical revisions 
were made in the general liability 
manuals promulgated by the Na- 
tionai Bureau of Casualty Under- 
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writers effective December 14, 1953. 
The manuals affected are those for 
contractual, manufacturers’ and con- 
tractors’, owners’, landlords’ and 
tenants’, owners’ or contractors’, 
product and physicians’, surgeons’ 
and dentists’ professional liability. 
Similarly revisions became effective 
on the same date in the Mutual In- 
surance Rating Bureau’s manufac- 
turers’ and contractors’ liability, 
QO... and T. liability, and owners’ 
or contractors’ protective liability. 
manuals. 


WARNS AGAINST 
AUTO RATE WAR 


IRE PREDICTIONS of an automo- 

bile insurance rate war which 
could threaten the solvency of some 
companies were sounded by Oregon 
Commissioner Robert B. Taylor in 
an address to the Portland Associa- 
tion of Insurance Agents. He 
strongly criticized the seven classifi- 
cation plan of the National Bureau 
of Casualty Underwriters but said 
his department lacked the power to 
disapprove such filings. He warned 
that a rate war, or too fine a classifi- 
cation of risks could easily result in 
strong public pressure for compul- 
sory insurance legislation or a state 
fund. 

The Georgia Association of In- 
surance Agents also has objected to 
the new automobile classification 
program formulated by the National 
Bureau of Casualty Underwriters. 
Commissioner Cravey has been 
asked to disapprove the filing until 
it has been proven in the other states 
in which it has been introduced. The 
agents feel that the increase called 
for on Class 1-C risks will out- 
weigh, competitively, the reduction 
on Class 1-A risks. 


OHIO FIRE RATE 
REDUCTION 


EW FIRE INSURANCE RATES ef- 
rae November 30 in Ohio 
are estimated to represent a saving 
to px licvholders of $1,650,000. 
Rates on dwellings were reduced 
7% and this class is expanded to 
include four-family buildings. Farm 
dwellings, household goods and per- 
sonal property rates remained un- 
changed. 
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Insuring Your Profits 


USINESS interruption insur- 

ance is the protection of pro 

spective earnings which are 
prevented during a shut-down of a 
business or a manufacturing plant, 
as a result of fire or some other in- 
sured peril. The coverage is de 
signed to do for an assured, as 
nearly as possible, what his business 
would have done for him during 
that shut-down period. 


Just as Important 


make investments 
in buildings, machinery and_ stock 
for only 


Businessmen 


one purpose—to create 
earnings. These physical properties 
are insured so that funds will be on 
hand for their replacement in case 
Why is it not just as im 
portant to insure the earnings which 
after all are the life blood of the 
husiness ? 


of le SS. 


\s evidence of the importance of 
insuring ‘ the 
results of a recent study made of 
the effect that fire 
have on future operations of the 
companies This survey 
was conducted by a large national 
credit reporting agency. It 
oped that 


‘earnings,’ consider 


serious losses 
involved. 
devel- 
13% of the companies 


suffering a serious loss did not re- 
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NICHOLAS DEKKER 
Secretary 
America Fore Insurance Group 


open their doors for business and 
that another 17% suffered a ma 
terial impairment in their credit 
standing. Why ?—Because the pay 
ment of continuing fixed charges 
and the monies spent to keep organ 
izations intact literally ate up work 
ing capital. I need 


not stress the 


May be more important 


importance of 
capital. 


adequate working 

In many instances business inter- 
ruption insurance may actually be 
more important to an assured than 
the direct damage cover. It was re 
cently my privilege to analyze the 
operating statement of 
tional 


a large na 
the 
purpose of determining the amount 
of business interruption insurance 
necessary. ‘This state 
ment developed a need for twice 
as much 


cosmetic company tor 


operating 
business interruption as 
the insurance needed to cover the 
values in building, machinery and 
stock. This was due to a large sales 
volume at a high profit margin. An 
analysis made of the operations of a 
large New York City department 
store specializing in low priced mer- 
chandise with a rapid turnover de 
veloped a need for business inter 
ruption insurance equal to physical 
values. This same story is true of a 
great many small businesses 

Perhaps a short review of some 
typical losses will help point up the 
need for business interruption insur- 
ance 

An old 
department 


established high grade 


store in Springfield, 


(Continued on the next page) 
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Buyers’ Round Table—Continued 


Illinois, located in a 
fire-proof building suffered a most 
unusual years ago. A 
single bolt of lightning struck this 
store on different 
sulting in a total loss to building 
and stock amounting to almost $2, 
000,000. Two temporary locations 
were available within two blocks of 


seven story 


loss several 


tour floors, re 


the original location and some of 
the store departments were set up 
in these locations. In 
spite of these measures taken to re 
coup this suffered 
a business interruption loss of al- 
most $400,000 during the ten 
months it took to rebuild the orig 
inal building. 


temporary 


sales, company 


\ twenty-three story fire-proof 
hotel in Chicago had a serious fire 
which took the lives of some fifty 
people. The fire burned out only the 
first three floors of the building, 
with the upper 
The hotel was shut-down for almost 


floors undamaged. 


a year and suffered a business inter 
ruption loss of approximately $1, 
200,000. This compares 
with a property damage loss of ap 
proximately $1,500,000. —Inciden 
tally, business interruption coverage 
had 


amount 


only been purchased a_ few 
weeks before the fire 

Recently a small packing plant in 
New Jersey suffered a nominal 
property damage loss of about $100, 


000. The company carried no busi 


ness interruption insurance. Loss 
of earnings as a result of the fire 
amounted to over $70,000. The as- 
sured, as a result of this small fire, 
realized what effect a serious fire 
could have on their earnings and, 
therefore, immediately purchased 
business interruption insurance 


The Largest Loss 


The largest individual loss that 
has ever faced the insurance indus- 
try and one that strikingly demon- 
strates the value of business inter- 
ruption insurance occurred this past 
vear. A new, modern, partially 
sprinklered metal worker valued at 
many millions burned for a total 
loss. It was owned by one of Amer- 
ica’s great corporations with a fine 
reputation for high standards of 
maintenance. Construction of this 
plant with its incombustible con- 
tents conformed with insurance in- 
dustry regulations and standards. 
This loss has caused both the in- 
dustry and the insurance business 
to review present practices and to 
re-assess the fire safety of manu- 
facturing plants. 

The corporation owning _ this 
plant, which insures all of its prop- 
erties has so decentralized its op- 
erations over the United States, 
that it probably felt no need for 
business interruption coverage and, 
therefore, carried none. The un- 
insured loss at this plant-—loss of 
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earnings—far exceeded the property 
damage value of the plant. Produc- 
tion was seriously curtailed and a 
great many other manufacturers, 
some who were dependent on this 
plant for parts, and others who 
furnished parts to this plant, were 
also seriously affected. It is im- 
possible to estimate the extent of the 
direct and contingent business in- 
terruption loss, but it is certainly 
four or five times the amount in- 
volved in the property damage loss. 
This loss should be a tremendous 
object lesson to American industry. 

The General Adjustment Bureau 
and the Western Adjustment Bu- 
reau, two company-owned adjust- 
ment organizations, operating na- 
tion-wide, offer some _ interesting 
facts attesting to the importance of 
husiness interruption insurance. 

Their records show that over a 
period of years in about 35% of the 
losses handled, where the amount 
paid exceeded $5,000, the payments 
made under business interruption 
policies actually exceeded those 
made under the property damage 
policies. 


Simplified Forms 


Business interruption forms have 
been reduced in number and simpli- 
fied in recent years. There are only 
two basic forms in general use at 
this time. These are known as the 
gross earnings and the two item 
contribution form. The only basic 
difference between the two forms 
is the treatment of “ordinary pay- 
roll.” The gross earnings form 
covers “ordinary payroll” to the 
extent that it is necessarily continu- 
ing. Because of this coverage the 
entire annual payroll must be in- 
cluded in determination of business 
interruption value. However, the 
assured is given the option of pur- 
chasing coverage on the 50%, 60%. 
70%, 80% coinsurance clauses, de- 
pending on his need. 

The two item contribution form 
excludes “ordinary payroll” unless 
it is specifically insured under Item 
No. 2 of the form. In other words. 
the assured is given the option of 
insuring “ordinary pavroll” and if 
desired, the amount of coverage is 
hased on the largest consecutive 
ninety day payroll. The minimum 
coinsurance clause under this form 


is 80%. 
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Question of choice between the 
two forms depends entirely on the 
assured’s attitude towards insuring 
his ordinary payroll and the per- 
centage relationship between total 
payroll and gross earnings. 


Your agent should make a com- 
parison in cost between the two 
forms to determine which is the 
most suitable. Unless the additional 
cost of the gross earnings form is 
excessive, it is the most desirable 
because it offers three distinct ad- 
vantages : 


1. Greater flexibility in that ordi- 
nary payroll can be recovered in 
cases of short business suspensions ; 
in cases of lengthy suspensions the 
entire amount of insurance may be 
used to recover loss of profit and 
fixed charges disregarding payroll. 
2. The assured is not forced to 
classify payroll as ordinary or es- 
sential at the time of the purchase 
of insurance. 

3. The gross earnings form offers 
a wider choice of coinsurance 
clauses. 

Business interruption value is not 
difficult to arrive at for the average 
risk. It is first necessary to deter- 
mine the gross sales or sales value 
of production for the previous 
twelve months of operations. From 
that amount, in the case of a mer 
cantile risk, is deducted the cost of 
merchandise sold and supplies con- 
sumed, and in the case of a man- 
ufacturing plant, the cost of raw 
materials and supplies consumed. 
The resultant figure is the gross 
earnings business interruption value. 
The trend of activity in the particu 
lar business is then considered and 
this gross earnings value is adjusted 
up or down depending on the esti- 
mate of future operations. The 50- 
60-70-80% coinsurance clause is 
then applied to this revised gross 
earnings amount. 


The Same Two Steps 


Value under the two item con- 
tribution form is arrived at by tak- 
ing the same two steps, that is sales 
less cost of merchandise or materials 
and then making further deductions 
of “ordinary payroll” and heat, light 
and power. The 80% coinsurance 
clause is applied to the net figure to 
determine Item No. 1 coverage. 
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“Ordinary payroll” may be msured 
at the option of the assured under 
Item No. 2 for a minimum period 
of 80% of the largest consecutive 
ninety days payroll. 


Coinsurance 


A word of warning at this point 
with reference to compliance with 
It has been 
extremely difficult in the last ten 
years to get businessmen to properly 
estimate the future level of business 
activity. As a result, 
penalties have been severe in many 
situation 
companies do not relish. 
interruption 


the coinsurance clause. 


comsurance 


losses, a which insurance 
usiness 
values should be 
checked periodically with your agent 
and adjustments made in_ the 
amount of coverage. The percent 
age relationship between business 
interruption value and sales varies 
little from one quarter to the next 
and it is a simple matter to check 
values. We recommend such a check 
should be made at least 
months, 

30th forms offer the same cover 
age. an assured is 
entitled to recover the loss of net 
profits that his business or plant 
would have produced, plus those 
fixed charges that continue. Con 
tinuing fixed charges might include 
salaries of executives, wages of es 
sential employees, taxes, interest on 
borrowed money, depreciation of 
physical equipment, advertising and 
many other items. The loss is com 


every SIX 


In case of loss 


puted for the period that it takes to 
repair or restore the damage to the 
physical property caused by the peril 
insured against. 

When a mercantile risk is in- 
volved, coverage is extended thirty 
days beyond the time necessary to 
restore the physical property for the 
purpose of replacing merchandise, 
If a manufacturing risk is involved, 
this thirty day extension period is 
granted for the purpose of replacing 
raw stock or to place “stock in 
process” at the same stage it was in 
at the time of the loss. If thirty days 
coverage is insufficient, additional 
days protection may be purchased 
at an increase in premium. Finished 
stock is not considered in a business 
interruption loss because it is a 
product of past operations and in 
business interruption we are dealing 
with future operations. 

The contract provides that an 
assured shall use other facilities or 
locations to resume operations as 
quickly as possible, thereby reducing 
the loss. Extra or expediting ex- 
penses spent for that purpose are 
paid under the business interruption 
policy to the extent that the loss is 
reduced. These extra expenses are 
not subject to the operation of the 
coinsurance clause. In the vast ma 
jority of cases expediting expenses 
are less than the amount that the 
loss is reduced and, therefore, are 
paid in full. There are a few unusual 
types of 


business where we know 
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expediting expenses will be unusu- 
ally heavy in the first few weeks of 
shut-down and will be far in excess 
of the loss of earnings. In those 
cases we recommend the purchase 
of extra expense insurance in addi- 
tion to business interruption insur- 
ance. This should always be placed 
in the same companies that carry the 
business interruption and in the 
same percentages. 


Contingent Losses 


A good illustration of the type of 
business that would need both cov- 
erages is a daily newspaper. News- 


papers will spend great sums of 


money to maintain circulation and 
expediting expenses in case of a loss 
would be far greater than loss of 
earnings. 

Every assured should consider his 
exposure to loss of earnings suffered 
as a result of damage to plants of 
others on whom he depends for ma- 
terials or services, or to whom he 
may supply materials or services. 
This coverage, known as contingent 
business interruption, sometimes 
may be of the utmost importance. 


Very Little Disagreement 


Loss adjustments under business 
interruption contracts might be 
thought difficult because we are 
dealing with the future. Our ex- 
perience of many years indicates 
that actually there is a very little dis- 
agreement. Occasionally there may 
be a difference of opinion as to the 
time necessary to rebuild or re-equip 
a plant. In those cases a final settle- 
ment of the loss is delayed until 
actual replacement has been made. 
Partial payments of the loss are 
often made with final payment made 
when replacement has been com- 
pleted. As a matter of record very 
few business interruption loss claims 
have gone to court and as a result 
there is little law to refer to in cases 
of dispute. 

In conclusion, I urge each person 
entrusted with the determination of 
an insurance program, to seriously 
consider business interruption insur- 
ance. It may well mean the differ- 
ence between life and death for his 
business. 


AUTOMOBILE RATE 
FILINGS 


EVISED FILINGS of rates and 
aes on automobile physical 
damage coverages continue to be 
made by the National Automobile 
Underwriters Association. Changes 
effective November 23 in Florida 
represent an estimated annual sav- 
ing to policyholders of $2,652,000 
while those effective the same date 
in Missouri will increase premiums 
about 2%. Rates were increased 
an average of 14% in Arizona effec- 
tive December 7. The filing in 
Pennsylvania became effective De- 
cember 14 and will increase pre- 
miums an estimated $490,000 a year. 
The new private passenger auto- 
mobile collision rating classifica- 
tions have been adopted in all the 
above states and the “Light Com- 
mercial” classification introduced in 
Missouri and Pennsylvania. 


LIABILITY RATE CHANGES 


EVISED BODILY INJURY liability 
cae for owners’, landlords’ 
and tenants’ area and frontage clas- 
sifications and for manufacturers’ 
and contractors’ classifications for 
a number of states were filed by the 
National Bureau of Casualty Un- 
derwriters effective December 14, 
1953. The revisions result in state- 
wide average percentage changes as 
follows: 


O.L. & T. 
Percent 


M.&C. 
Percent 
Change 
—24.8 
—22.3 
—24.8 
—25.2 
—25.0 
— 97 


M. & C. 
Percent 
Change 
oa OF 
— 97 
— 97 
—23.0 
—12.4 
— 9,7 


ADVERTISING CAMPAIGN 


HE GREATER NEW YORK Insur- 
ance Brokers Association is 


planning an advertising campaign 
to combat the competition of direct 
writers. 


Georgia 
Iowa 
Kentucky 
Maine 
Michigan 
Montana 


O.L. & T. 
Percent 
Change 

426.0 
No Change 
+219 
—12.0 
No Change 


Nevada 
New Mexico ... 
Oregon 
South Carolina ... 
Tennessee 
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LAS) EXIta profits? 


Markel truck and bus insurance Why it’s easy to sell MARKEL 
is simple to sell .. . and you don’t truck and bus insurance 


concern yourself with service details. 


Agents — this makes good sense. It’s easy to make 


valuable contacts in the bus and trucking industries. 


You simply offer them the facts about Markel Service. 
You don’t have to sell. Markel is KNOWN by every 
operator in the transportation business. No technical 
experience is necessary. You simply establish the contact 
... then Markel experts take over completely leaving 


you free for further prospecting. 


It’s long-range profits too because records prove that 
assured’s renew automatically year after year. 
Don’t pass over this easy way to extra profits. 


Mail the coupon today and you're on your way! 


MARKEL SERVICE INC. 
HOME OFFICE: Richmond, Va. 

“Eliminates The Cause To Eliminate The Accident” 
Exclusive I nderw riters for the Look for this 
American Fidelity & Casualty Company, Inc. symbol of safety 
The largest stock company in the world on America’s 
specializing in motor carrier coverages. trucks & buses 


———— 





24 hour engineering service along insured’s route 
Day and night claim service 

Safety meetings for driver personne! 

Research program on safety methods and devices 
Non-profit Washington Bureau for assured’s use 
Award system for safe drivers 

Lower premiums based on loss experience 
Mechanical inspection of rolling stock 

Highway driver-checks by camera equipped cars 


Traffic-hazard report service 


No risk too smali—single unit or fleet operations 
MARKEL SERVICE, INC. 
Richmond, Va., Dept. Bl 
Gentlemen: Yes, I am interested in selling this 
kind of coverage. Without obligation, send me 
at once all the details on Markel Service and 
the 10-Point Plan to Profits. 


Name 





Address — 
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Gur 25 YEAR 
tell their story.... Cectung 


R. BROWN ROBBINS 


Ms. RopBins was born on a 
little farm near Tyler, Texas, 
more years ago than he cares to 
mention. His education began in 
the public schools of Tyler, 
later in high schools at Vernon 
and Austin, Texas. Due to re- 
verses in the fortunes of the 
family, he was not able to 
acquire a college education but 
that does not seem to have 
slowed him down in the least. 

His first entry into the insur- 
ance business was on November 
1, 1906, as a member of the 
firm of the Stacy-Robbins-Covert 
Company which later became the 
Stacy-Robbins Company and 
finally the Robbins Company 
composed of himself and his 
brother, Leonard Robbins. That 
partnership continued until the 
death of Leonard Robbins in 
February, 1948, at which time 
Andy Montgomery, son-in-law of 
Brown Robbins, acquired the in- 
terest of Leonard Robbins and 
became a member of the firm. 
The style of the agency was not 
changed at that time but has re- 
cently been changed to “The 
Robbins - Montgomery Com- 
pany.” 

Would that there were more 
local agents in the world like 
Brown Robbins and that all of 
them represented the Gulf! 
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The 


HE 1943 New York Stand 

ard Fire Insurance Policy is 

the so-called interest policy. 
It was preceded by two so-called 
standard policies, the one of 1887 
and the one of 1918. Just to em- 
phasize what has happened, the 1887 
policy contained fourteen conditions 
which operated to make the policy 
void. In the 1918 form the number 
was decreased to five, but in addi- 
tion there were nine clauses under 
the terms of which the coverage 
afforded was suspended, so the 
change was not drastic. 


Moral Hazard Clauses 


: 

In the 1943 policy there are no so- 
called moral hazard clauses voiding 
the policy and only two provisions 
suspending the policy——an increase 
of hazard by any means within the 
control or knowledge of the insured, 
and vacancy or unoceupancy beyond 
a period of sixty days, and one re- 
stricting the insurance (lines 36 
and 37) which excludes loss result- 
ing from explosion or riot, unless 
fire ensues, and in that event for loss 
by fire only. 

The 1943 New York Standard 
Fire Insurance Policy does not im- 
pose any burden upon the policy 
holder other than honesty. Many 
of us thought that a policy so emi- 
nently fair and so liberal to the in- 
sured in its provisions might receive 
sympathetic acceptance by the state 
legislatures and insurance depart- 
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Interest Policy 


PAUL H. HEINEKE 
Heineke and Conklin 
Chicago, Illinois 
ments—I suppose a fewer number 
of us even anticipated consideration 
from the courts. 
First let me mention briefly the 
state legislatures and insurance de 
partments and at the same time con- 





AUTHOR'S NOTE 


| wish to acknowledge publicly my 
deep gratitude to Mr. Milford L. 
Landis, general counsel, Central Mu- 
tusl Insurance Company. The mrem- 
bers of +he Fire Insurance Committee 
of the American Bar Association have 
recently received a booklet, being an 
annotation of the 1943 standard fire 
insurance policy. Mr. Landis was the 
Chairman of the sub-committee that 
had charge of this work. | know of 
the hours and days he spent to make 
the work the magnificent job it is. 
A pre-publication copy, graciously 
furnished me, made this paper much 
easier to prepare than it otherwise 
would have been and made it a better 
paper too, | know. Several times | 
have talked with Mr. Landis about 
problems intriguing us both. And 
many of the things he has said to me 
| have so completely made a part of 
my thinking that | do not know which 
of my beliefs are his and which are 
mine and so | could not give proper 
acknowledgement for that which wa: 
his other than in this manner. P. H. H. 











sider how standard is the so-called 
standard fire insurance policy. It 
has been adopted by statute in 
twenty-three states and the Terri 
tories of Alaska and Hawaii. It 
was accepted and approved for use 


as the standard policy in twenty-one 
states and the District of Columbia 
In California, Massachusetts, Min 
nesota, New Hampshire and Texas 
there are special forms. 


How Uniform? 


But how uniform is the standard 
policy ? 


At my last check the insuring agree- 
ment, the most important part of the 
policy, had been modified by statutes 
in some fashion in thirty-one states. 
The provision governing the can- 
cellation of the policy (lines 56-67) 
is modified by statute in one manner 
or another in twenty-one states. 
The provisions on mortgagee in- 
terests and obligations (lines 68-85) 
have been augmented and so 
changed by legislation in thirteen 
states. 

live states have affirming legisla- 
tion upon the prorata liability pro- 
vision. 

When we come to “Requirements in 
case loss occurs” (lines 90-122-——32 
lines and 237 words) twenty-six 
states have statutes demanding con 
sideration along with the policy pro 
visions. 

Only eleven states have legislated 
upon the provision in the policy 
dealing with appraisal. 

Fifteen states have legislative pro 
visions dealing with the suit or 
action provisions (lines 157-161) 
and two have legislated specifically 


{Continued on the next page) 





The Interest Policy—Continued 


upon the lines (162-165) dealing 
with subrogation. The 1943° New 
York Standard Fire Insurance Pol- 
icy is not standard and the legisla- 
tion modifying it is not uniform. 

I believed six and a half years 
ago the statement of the Committee 
on the Standard Fire Insurance 
Policy of the National Association 
of Insurance Commissioners ; 

“that the removal of the uncondi- 
tional and sole ownership clause 
makes this (the 1943 policy) an in- 


terest policy. Under this form of 
policy the insured collects his in- 
terest, whatever it may be, and no 
more.” 

It was a declaration of great mo- 
ment to the fire insurance industry. 


Major Avulsion 


Professor Patterson called the 
adoption of the policy “the major 
avulsion in the law of insurance be- 
tween 1940 and 1945.” I thought 
that with the adoption of the 1943 


SSESES For our Agents—a new policy enclosure €EEE 


Only A Piece of Paper? 


Only a piece of paper? No, your Property Policy is insurance 
against worry; it is peace-of-mind through the unforeseeable 
times of trouble and trial. 

Just a piece of paper? No, your Property Policy is priceless 
protection pre-tested by years of skill and experience; it’s a 
solemn promise, guaranteeing you aid in times of greatest need. 

A piece of paper? No, it’s the end-product of the many 
now working for you, of many gone by; it’s the unique result 
of man’s permanent effort to soften the blows of misfortune. 

It’s been tested in Fire, in Water, in Wind, in War; it’s a 
promise of unquestionable integrity—backed by infallible wealth. 
It’s yours. 

Only a piece of paper? No, your Property Policy is proof 
beyond doubt, assurance, that never again need you be destroyed 
by the wrath of nature, the crime of man, the waste of catas- 
trophe. No more need you bend or break from the chance blows 
of Fate; You're protected! 

you're Insured; you're safe. 
That’s what your Property Policy is. 


NATIONAL OF HARTFORD GROUP 


Fire « Marine » Casualty 
NATIONAL FIRE INSURANCE COMPANY OF HARTFORD 





MECHANICS AND TRADERS INSURANCE COMPANY 
FRANKLIN NATIONAL INSURANCE COMPANY OF NEW YORK 
TRANSCONTINENTAL INSURANCE COMPANY 
UNITED NATIONAL INDEMNITY COMPANY 


Western Department, C hicag« 
Pacific Department, San Francisce 
Canadian Depariment, Toront« 
Metropolitan Department, New York 
Executive and Administrative Offices: Hartford 15, Connecticut 
Copyright 1953 Netionsl Fire insurance Company of Harthord 


” x 5” copies of “Only A Piece of Paper” are available to 
COG eee our Agents on request—a useful item for Policy enclosures. eee ree 
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New York Standard Fire Insurance 
Policy a much better contract was 
to govern the relationship between 
the insured and the insurer and that 
new vistas had opened up for the 
insurance companies. I knew that 
Judge Cardozo of the New York 
Court of Appeals had said even be- 
fore the adoption of the interest 
policy that, “neither the policy of 
the law nor the contracts of insur- 
ance forbid, but on the contrary per- 
mit as many several insurances on 
the same property as there are sev- 
eral interests.” ! 


I foresaw the writing of much 
insurance on interests that were in- 
surable and upon which people 
wanted insurance which would pro- 
duce new and profitable business for 
the companies, and, perhaps of even 
more personal interest, additional 
new and interesting legal problems. 

And what happened? Nothing 


Wording Left Over 


In the first place the policy itself 
contained wording left over from 
the other policies not applicable to 
the underwriting of an interest in 
the property less than total. No 
rate provision was made for cov- 
erage where there was almost abso- 
lute assurance of a loss being less 
than the damage to the physical 
structure by reason of the limited 
interest in the property or because 
recovery through subrogation was 
assured. The companies, following 
the announcement of the birth of a 
new policy, continued to paste upon 
it forms used with the 1918 con- 
tract. It was not until the promul- 
gation of the improvements and 
betterments form that insurance 
was provided upon the interest of 
the insured and not upon the prop- 
erty. 

Companies quarrelled about pro- 
ration and claimed the advantage of 
“other insurance” by reason of poli- 
cies issued to persons other than 
their assured upon entirely separate 
interests. The wonderful possibili- 
ties of the 1943 interest policy were 
not capitalized upon. I doubt if any 
agent or broker has ever asked of 
an assured at the time an order 
was taken for insurance “What is 


1 Sutterlin vs. Northern Ins. Co., 251 
N.Y. 272. 
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your interest in this property?” 
And I wonder if any one in the in- 
surance business not connected with 
the loss departments is concerned 
with the matter at all. 

And it was not because the in- 

surance profession was not told. In 
September, 1943 an article was pub- 
lished by Edwin H. Patterson, then 
Associate Professor of Insurance at 
Columbia University, upon the 
Third New York Standard Fire In- 
surance Policy. Of the phrase in the 
policy “nor in any event for more 
than the interest of the insured” he 
said in part: 
“Under the older forms the owner 
of a limited interest, such as a life 
estate, had to make sure that the 
nature of his interest was brought to 
the insurer’s attention when the 
policy was written, either by lan- 
guage inserted in the policy or by 
endorsements, or by oral notification 
to the agent sufficient to create a 
waiver or estoppel. Under the new 
clause he need not do this but the 
amount of his claim will be limited 
by the value of his interest. Some 
difficult problems of evaluation will 
thus be raised.” 


A Reduction In Premium 


Professor Patterson then offered 

a theoretical solution which would 
remove all the problems but one 
which is not practical from a busi- 
ness standpoint. He said the best 
way to avoid the difficulty would 
be for the owners of all interests tc 
insure in the same policy “as in- 
terests may appear” and agree 
among themselves to apply the in- 
surance proceeds to the restoration 
of the building. Then he said: 
“In the absence of such an arrange- 
ment the insurer ought to give a 
reduction in premium on a policy 
insuring a limited interest, if it ex- 
pects thereby to reduce the insured’s 
claim.” 

Many of my readers are undoubt- 
edly aware of the hassle that has 
arisen over the amount of insurance 
needed to satisfy the coinsurance 
clause where the insured’s interest 
in the property described in the old 
form stuck upon the new policy is 
less than unconditional and sole 
ownership. And some may already 
know that it is my belief that the 
amount of insurance required to 
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HEMI Insurance Guide ..«c Key Ratings 


“More than 400 pages of the latest scientific analyses 
showing both general policyholders’ and financial ratings 
of stock, mutual, reciprocal, and Lloyds fire, marine, casu- 
alty, and surety insurance companies operating in the 
United States, whether domestic or foreign—are now avail- 


able in the new 1954 BEST'S INSURANCE GUIDE with 


provides instant reference to 
such essential information as 
distribution of your companies’ 
assets and classes of business 
written. 


lists principal figures on each 
of 2600 mutual, fire and casu- 
alty insurance companies, in- 
cluding all county, township 
and district mutuals. 


All this information—vital to the protection of everyone 
interested in fire and casualty insurance—in accurate and 
complete form in the 1954 GUIDE. Published annually in 


The cost—only $7.00 a copy 


M. BEST Com 


any, Inc. 


YORK 38, N. Y. 








satisfy a coinsurance obligation is 
determined by the value of the in- 
sured’s interest in the property and 
not by the value of the property it- 
self even though that is what the 
policy says. 

In my search of the literature as I 
worked on this paper I found this 
interesting question : 

“What do they know of the law of 
insurance contracts who only the 
law of contract know ?” 


Mr. Justice Oliver Wendell 
Holmes said once: 
“No rational theory of contract can 
be made that does not hold the as- 
sured to know the contents of the 
instrument to which he seeks to 
hold the other party.” ? 

Mr. Justice Crane of the New 
York Court of Appeals said: 

(Continued on page 88) 


2LLumber Underwriters vs. Rife, 237 
U.S. 605 (1915). 
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Individual Catastrophic Coverage 


T HAS become common now to 

refer to this new field of insur- 

ance protection as “Major Medi- 
cal Expense.” This in itself is an 
assuring sign. We've at least man- 
aged to get the baby named. When 
first conceived the early designation 
was “Catastrophe” insurance. This 
has a rather foreboding sound and 
one man I know was quite con- 
cerned over the name. He won- 
dered whether the “Catastrophe” 
would happen to the insured or the 
insurer. 


Our Policy 


3efore discussing my company’s 
underwriting experience a word or 
two about our policy may be in 
order. Our major medical expense 
policy requires hospitalization as a 
prerequisite for establishment of 
claim and benefits are payable only 
for charges made for care recom- 
mended by the physician during hos- 
pitalization. The name of our policy 
the In-Hospital Major Expense 
Policy—is more proper then, than 
if we had just called it Major Medi- 
cal Expense. Two maximum benefit 
amounts are available; $2,500 and 
$5,000. These are payable for any 
one disability or disabilities of a 
nature similar or related to the first 
claim. The $2,500 plan will pay up 
to ten dollars per day for hospital 
room and board charges. The $5,000 
plan will pay up to fifteen dollars. 
Both plans will reimburse seventy- 
five percent of all the other charges 
made while hospital confined. Both 
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DONALD G. STOCK 
Special Underwriter 
The Equitable Life Assurance Society 


the room and board allowance and 
the three quarters of the other 
charges are subject to a deductible. 
The deductible amount is $100, $300 
or $500. Excepting the room and 
board limit the policy is a service 
type. There are no fee schedules 
such as would be found in the more 
familiar surgical policies. Pre-ex 
isting conditions are not excluded 
in the policy nor are there any wait 
ing periods before which an illness 
cannot manifest itself if it is to be 
an accepted risk. 

The policy contains several ex 
clusions. The war risk exclusion is 
a more or less standard one. Benefits 
are not payable for disability occur 
ring while on active duty in the 
armed forces of any country. 

Disabilities are also excluded 
where benefits are payable under 
workmen’s compensation or similar 
occupation disease act or law. There 
is no payment for treatment in a 
Federal hospital nor for treatment 
in connection with any mental or 
nervous disorder. There is an ex- 
clusion of “normal” pregnancy but 
a provision is included to cover 
“complications” of pregnancy. 

One of the problems of accident 
and health insurance is duplication 
of benefits. It is our problem, too. 
There are 93,000,000 people in the 
United States having some form of 
hospital, surgical or medical expense 
protection. Duplication of benefits 


is a serious problem when underwrit- 
ing major medical expense. The de- 
ductible must be kept high enough 
to prevent serious overlapping of 
protection. A man does not want to 
see himself or any member of his 
family hospitalized. But if this event 
occurs and he discovers that for 
every dollar of hospital charge made 
he will receive a dollar and twenty 
cents in insurance benefits, and tax 
free at that, then he has very little 
incentive to hold down his bill. The 
concept of coinsurance is the foun- 
dation of major medical expense. 
Duplication of benefits can under- 
mine that foundation. If, because 
of other insurance protection the co- 
insurance element disappears major 
medical insurance becomes major 
problem insurance. My company 
will not offer a $100 deductible 
where any other form of hospital, 
surgical or medical expense is in 
force. Nor will the $300 deductible 
be available if the basic insurance 
protection threatens the coinsurance 
element at that level. It may be un- 
necessary to add that no policy will 
be issued if the applicant has a simi- 
lar plan of major medical expense 
already in force. 


The Effect of Income Level 


Handmaiden to the problem of 
duplication of benefits is the effect 
of income level on medical expense. 
As a rule—and it is a well known 
rule—medical expenses increase 
with salary. The more a man earns 

(Continued on the next page) 
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Catastrophic Coverage—Continued 


the more prone he will be to utilize 
medical care for his family anyway, 
if not for himself. And when he 
does seek hospital or surgical care 
he will be billed on the basis of his 
ability to pay. There are some who 
may express displeasure with this 
basis of billing but, personally, I 
would be very content to see it con- 
tinued. It is the thought of the 
medical profession basing its charges 
upon the Equitable’s ability to pay 
that bothers me. So far, happily, 


we have seen nothing resembling a 
trend in this direction. There have 
been a few claims which costwise 
would curl your hair but the facts 
surrounding them would indicate 
that it was the insured’s financial 
status and the doctor’s professional 
status that determined the charges 
in those particular cases. 


Necessary Controls 


Our first underwriting approach 
to the income problem was a liberal 
one and an almost free selection of 
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plan was permitted. It did not take 
long to discover that some control 
factor was necessary. As a result 
we will permit sale of the $100 de- 
ductible to applicants earning less 
than $10,000 a year. Over that 
amount we prefer a $300 or a $500 
deductible. This has raised some 
problems for us, the most important 
one being curtailment of the market 
to some extent. The $100 deductible 
is the high premium plan and the 
more income a prospect has the more 
likely a candidate he is for that plan. 
He wants it and can afford it and 
must be brought to realize why he 
cannot have it. One of the oddities 
of major medical expense is that the 
very rich man must be considered 
uninsurable even though he may be 
the readiest of buyers. Insurability 
increases—from this point of view 
—as income decreases. 

There is another very important 
aspect to the problem of income and 
insurability. We write, as I men- 
tioned, two benefit limits of $2,500 


! and $5,000. With a high income a 


claimant may use up a large por- 


ee tion, if not all of his benefits under 
the $2,500 maximum. This would 
> not happen to anywhere near the 


Never say “No” to any risk involving 
sickness or accident insurance. We serve the 
insurance industry as the only complete 
American facilities for all types of special 


A&H risks. 


Any Continental Casualty office or 
agency can serve you with fast quotations 
and binders on such business as “jumbo” 
accident indemnity, all sports, students, camps, 
key executive groups, non-appearance, 
theatrical casts, testing crews and any other 
group or individual risks that can't be 
fitted into standard underwriting practices. 


Remember: if it’s A&H, Continental writes it! 


Continental Casualty Company 
310 So. Michigan Ave, 


Chicago 4 





same extent if the same claimant had 
i purchased the $5,000 maximum. 
Consequently we must stress a com- 
bination of high deductible and high 
maximum payment for the higher 
income groups. 

It may be that in talking about 
limitations on the insurance plan I 
may be guilty of placing the cart be- 
fore the horse. We must first de- 
termine if a policy can be issued at 
all before seeking the type of plan 
that can be approved. 


Occupational Exclusions 


I have mentioned that our policy 
has a workmen’s compensation ex- 
clusion. This simplifies to a great 
extent our problem in occupational 
underwriting. Even some hazardous 
occupations where the threat is one 
of immediate death and not crip- 
pling injury may be accepted. A fur- 
ther simplification of the occupa- 
tional problem is brought about by 
the applicants themselves. While no 
definite figures are available we do 
know that the main appeal of this 
coverage, so far, has been in the 
professional, white collar and pre- 
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ferred blue collar class. But I do not 
want to leave the idea that all occu- 
pations are unimportant. That’s 
not so. While we will issue major 
medical protection to private and 
commercial pilots we do not feel jus- 
tified in accepting stunt pilots or 
crop dusters. Automobile and mo- 
torcycle racers, rodeo performers 
and others who may not be expected 
to carry workmen’s compensation 
are not eligible. Occupations where- 
in there exists a definite ’round-the- 
clock health hazard call for a decli- 
nation. Coal miners, lead workers, 
quarrymen and the like often fall 
prey to disabilities traceable to their 
occupation but not payable under 
workmen’s compensation. 


Our policy contains no restriction 
concerning foreign travel or resi- 
dence. But, nonetheless, travel is a 
problem we must approach warily 
when it presents itself. As a rule a 
short business trip or a vacation 
abroad is of no concern. Up to 
three months is our rule of thumb 
here. Extended trips and _per- 
manent residence are something else. 
It is not the complication of claim 
procedure that disturbs us. But 
even here we may find ourselves at a 
disadvantage if presented with a 
dubious claim. The lower health 
standards in many parts of the 
world, the general unsettled condi- 
tion of world politics, the added ex- 
pense brought about by increased 
lapses are what make us pause and 
deliberate on this problem. 


Inspect Every Applicant 


I hesitate to mention the question 
of morals and habits. It is such a 
large field that to mention it in 
passing cannot begin to do justice 
to it. Weare, of course, in no mood 
to issue insurance to sharpshooters 
and the like who take great pleasure 
in clobbering insurance companies, 
Nor do we wish to insure the alco- 
holic or the drug addict. Inspection 
reports are secured on every appli- 
cation. Where only one person is to 
be insured the inspection is con- 
ducted at the place of business. 
Where the family is included both 
the place of occupation and the resi- 
dence are covered. Use of the in- 
spection report has been of value 
to us. It is often very difficult to ob- 
tain an accurate health history but 
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we are more than satisfied with the 
results. It surprised us to see the 
number of cases where someone had 
forgotten to mention an impairment 
of such long standing as to be al- 
most second nature to him. Deafness 
is a classic one. We find it on the 
inspection and not on the applica- 
tion and then the fun begins. Per- 
haps the best way to sum up our 
attitude towards the inspection re- 
port would be to say that if we 


knew what we do now and had to 
enter the business of major medical 
expense as newcomers we would, 
without hesitation, inspect every ap- 
plicant. 

In underwriting the risk from the 
medical standpoint we must keep in 
mind that our policy has no pre-ex- 
isting conditions exclusion. Coupled 
with this is the fact that we do not 
have any riders that will exclude 
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aution: dangerous curves 


Keeping your fire protection properly balanced with 
changes in processes as well as ups and downs in pro- 
duction is vital to efficient, profitable operation. 


You'll find your best answer to this serious fire problem 
which is currently confronting industry by installing an 
expansible, fully approved C-O-TWO Low Pressure Carbon 
Dioxide Type Fire Extinguishing System. Simple piping, 
running from one centrally located storage tank, instantly 
transports clean, non-damaging, non-conducting carbon 
dioxide anywhere in the plant area. Fire at any protected 
location is extinguished in seconds with an absolute mini- 
mum of expense and interruption. 

Changes in your fire protection requirements are easily 
and economically provided for with a C-O-TWO Low Pres- 


MAAMUFACTURERS OF APPROVED FIRE PROTECTION EQUIPMENT 


Squeez-Grip Carbon Dioxide Type Fire Extinguishers 
Ory Chemical Type Fire Extinguishers 
Bulit-in High Pressure and Low Pressure Carbon Dioxide 
Type Fire Extinguishing Systems 
Bullt-in Smoke and Heat Fire Detecting Systems 





sure Carbon Dioxide Type Fire Extinguishing System by 
initially installing an oversized storage tank and adding 
where necessary the supplementary discharge facilities at a 
later date. 

Flexibility is the keynote . . . the low pressure carbon 
dioxide storage tanks range in capacity from one to fifty 
tons ... discharge facilities can be either manual mechan- 
ical, manual electric, automatic mechanical, automatic elec- 
tric or a combination of these . . . especially installed to fit 
your particular needs. 


WHEN BUSINESS STOPS .. . INCOME STOPS! 


Don’t take chances with your investment. Secure the benefits 
of highly efficient fire protection engineering today...our 
extensive experience over the years is at your disposal 
without obligation. Get the facts now! 


¢C-O-TWO FIRE EQUIPMENT COMPANY 


NEWARK 1 + NEW JERSEY 


C-O-TWO FIRE EQUIPMENT OF CANADA, LTD. * TORONTO 8 * ONTARIO 


Sales and Service in the Principal Cities of United States and Canada 


AFFILIATED WITH PYRENE MANUFACTURING COMPANY 








Loss Control 


SAFETY IN INDUSTRY © IN TRANSPORTATION © IN THE HOME 


HELPING SHIPPER - ASSUREDS 


OR SOME TIME NOW the 

crime rate has been going up 

and up and every year there 
seems to be a particularly notable 
increase in the number of truck 
thefts and hijackings. In 
addition to these major losses in this 
category of thievery there are an 
inestimable number of package 
losses which probably run into many 
millions of dollars every year. There 
has also been a steady upward ad- 


cargo 


vance in the yolume of insurance to 
cover goods in transit, under trucker 
and shipper policies. Why should 
this concern the agent? 


Tremendous Growth 


It should be of vital interest to all 
of us many agents have 
trucking companies as their assureds 
and practically all of us have at least 
some clients who ship some or all of 
their merchandise on trucks. In ad- 
dition, many of these shippers own 
their own vehicles or lease them. 

The importance of this movement 
by motor truck can be better under- 
stood if we 


hecause 


realize the tremendous 
growth that has taken place in re 

cent years in this industry. Prac 

tically everything today moves either 
entirely or in part by some form of 
motor vehicle transportation. The 
total number of trucks and trailers 
in existence have increased from ap- 
proximately 4,500,000 in 1945 to 
nearly 10,000,000 today. It is quite 
evident, therefore, that in one way or 
another all insurance agents should 
he concerned with matters dealing 
with truck transportation. 
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RALPH W. HOWE 
President 
Howe & Company 
Richmond, Virginia 


Since most of us are more likely 
to have shipper-assureds on our 
books, it is fitting that we give first 
concern to problems affecting these 
assureds. In this connection we 
should take note of the fact that the 


Of vital interest to agents 


economics of our times are chang 
ing. The seller's market is gradually 
leaving the scene and being replaced 
by the buyer’s market. This means 
that a manufacturer is much more 
aware of competition today than he 
has for some time It also 
means that his goods must be de 
livered on schedule, otherwise he 
will suffer losses which will far ex- 


been 


ceed the monetary remuneration in 
volved in an insurance claim check. 

Most manufacturers have their 
production, delivery, and sales pro- 
grams coordinated so that they may 
secure maximum efficiency and ef 
fectiveness. If one of these elements 
is thrown off schedule the entire ob 
jective is hampered, Consequently, 
when a shipment is lost due to theft 
or fire or other causes, the shipper 
is immediately faced with the prob- 
lem of replacing the goods and get- 
ting them to the customer. Even if 
this is done rapidly there is bound 
to be a slight loss of advantage to 
other competitors, It is easy to see, 
therefore, that the shipper has a big 
stake in getting his goods delivered 
safely and promptly 


Something Over and Above 


The agent should recognize this 
situation immediately. After all, 
agents themselves are already feel 
ing the pinch of keener competition 
They: know that in their own ex 
perience business is more eagerly 
sought after and, as a result, goes to 
the man who has the most to offer 
in skill and services. It is, therefore, 
essential that the agent devote his 
energy and knowledge to offering 
both customers and prospects some 
thing far over and above an insur 
ance policy. 

Proper coverage, of course, is 
very important. Most agents, either 
individually or with the help of their 
companies, are able to meet the re 
quirements of their assureds with 
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CHASE CONOVER & CO. 
CONSULTING ACTUARIES AND 
ACCOUNTANTS 
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CHICAGO 3, ILLINOIS 
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M. Wolfman, F.5.A. 
N. A. Moscovitch, A.S.A. 
Michael Kazakoff 
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Consulting Actuaries 
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WOODWARD and FONDILLER, Inc. 
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Insurance Accountants 
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55 BROADWAY, NEW YORK 6 
Telephone HA 2-5840 











ADVISERS 
& BROKERS 





DALE & COMPANY 
LIMITED 


COMPLETE INSURANCE SERVICE 
THROUGHOUT CANADA 
LLOYD'S AGENTS ... MONTREAL 
Offices at 
MONTREAL, VANCOUVER, TORONTO, 
WINNIPEG HALIFAX 
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David J. Morland, Ltd. North Bay, Ont. 








MELLING & BEVINGTONS LTD. 
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Helping Shipper-Assureds—Cont. 


respect to coverage and limits, al- 
though I by no means mean to im- 
ply that this is either simple or is 
accomplished by all in the field. I 
merely wish to point out that over 
and beyond the coverage aspect of 
insurance the agent has a greater 
opportunity and responsibility to 
serve his assured. If he does not, 
he will soon lose the customer to a 
more alert competitor. 


Preventable Hazards 


In the case of a shipper-assured, 
for example, the agent should study 
the various aspects of his client’s 
production and distribution to make 
sure that his customer is not only 
fully covered with insurance, but 
is made aware of ways and means 
that he may prevent losses which 
might be injurious to his business. 
This, of course, is an old story and 
it has been stated in different ways 
many times. In the truck trans- 
portation field, however, not enough 
attention is being given by agents to 
assureds whose shipments are ex- 
posed to various hazards, some of 
which are new but all of which are 
preventable. 

There is a growing tendency, for 
example, to shift the burden of re- 
sponsibility with respect to goods 
moving in transit by trucks from the 
trucker and his insurer to the 
shipper and his insurer. This is 
largely due to the increasing tend- 
ency on the part of many truckers 
to employ various forms of limiting 
their liability. In some cases the 
trucker makes the shipper sign a 
receipt which limits the trucker’s 
liability to $50 for the entire ship- 
ment, sometimes as in the case of 
local shipments of clothing, the lia- 
bility is limited to $1 per garment. 
In other cases, a different amount is 
used and sometimes truckers insist 
that shippers agree to waive the 
trucker’s liability with respect to 
certain types of perils. This means 
that when a loss occurs the shipper 
will have to collect from his own 
insurance company under his trans- 
portation policy. 

Since this policy was designed 
merely to cover unusual circum- 
stances, acts of God, etc., it has been 
written at a low rate on the 


theory that the shipper could always 
invoke subrogation against the 
trucker, The increasing use of the 
limited liability receipt, however, 
and also a trend on the part of many 
shippers to own and operate their 
own trucks, sometimes in addition 
to others they lease or have on con- 
tract, have created a situation where 
more and more losses are being 
paid for under transportation pol- 
icies rather than under motor cargo 
policies. 

There are many serious conse- 
quences of this situation. In the 
first place, the practice of limited 
liability encourages limited respon- 
sibility. It means that the trucker is 
not likely to take the necessary pre- 
cautions with goods entrusted to his 
care that he did in other instances. 
In addition, the increasing number 
of losses claimed under the ship- 
per’s policy jeopardizes the loss 
ratio and tends to increase the cost 
of his business enterprise. Further, 
losses are actually encouraged and 
their cost cannot possibly be com- 
pletely covered by insurance alone. 


Loss Prevention 


The whole effect of this situa- 
tion is to put the shipper in a posi- 
tion where he must rely heavily on 
advice and recommendations from 
his insurance agent or broker. It is, 
therefore, necessary that agents 
analyze the various perils involved 
and employ the same persuasiveness 
in “selling” their assureds on loss 
prevention as they do in selling them 
on the need for insurance. Though 
the incentive for the agent in this 
case may not be quite as apparent, 
any farsighted agent will recognize ' 
that he will be blamed if he has not 
given proper counsel to his assured 
to prevent losses. 

The first thing for the agent to 
consider is closer risk inspection. 
The whole procedure connected 
with the handling, routing, packag- 
ing and distributing of the goods 
from start to finish should be 
studied carefully. If the goods are 
being shipped via a contract carrier 
the agent should inquire about the 
type of equipment employed and 
make some study of the carrier’s fi- 
nancial stability in the interest of his 
shipper-assured. Actually, this is 

(Continued on page 50) 
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MONTHLY FIRE 
LOSSES 


STIMATED FIRE LOSSES in the 

United States during November 
amounted to $68,064,000, according 
to the National Board of Fire Un- 
derwriters. This is an increase of 
4.5% over losses for November 
1952, and a decrease of 0.7% from 
losses for October 1953. Losses for 
the first eleven months of 1953 now 
total $819,960,000 an increase of 
15.3% over the first eleven months 
of 1952. 


These estimated losses include an 
allowance for uninsured and unre- 
ported losses. 


1951 1952 
December ... $68,206,000 $74,127,000 
1952 1953 
January .... 74,155,000 76,659,000 
February ... 69,925,000 72,706,000 
March ... 2,254, 83,471,000 
April .... 380, 67,362,000 
May 
June 
July 
August 96,462, 
September .. 58,949,000 
October .... 63,958,000 
November . 65,129,000 


Totals .... $779,032,000 





MOTOR VEHICLE 
DEATHS 


w ve | have ahand in this... 


January 
February 


Yes, if the roof blows off, caves in, burns off, is ruined by 
hail (or if some other disaster is to blame) — and you've 
provided adequate, proper insurance-to-value — then you've 


done your share to keep a roof over your insureds’ heads. 





share, 
Eleven Months .. 33,260 34, you have done your s 


December haven't you? . . . with sufficient insurance? 


acementa, | ROYAL? LWERPQOL 


DEATHS C 2 Gf nsardnece Group) | 


Ten Months 

ies 1953 9952, Change CASUALTY FIRE * MARINE» SURETY 
\LL TYPES*. 77,300 78, —2% 150 WILLIAM ST,, NEW 8, N. Y. 
Motor vehicle.. 31,060 30, +1% . Bese ee De 7 
Other public .. 14,500 14,< a ROYAL INSURANCE COMPANY LTD. © THE LIVERPOOL & LONDON & GLOBE BE COMPANY LTD. > ROYAL INDEMNITY COMPANY 
Home . 21,800 —6% GLOBE INDEMNITY COMPANY QUEEN INSURANCE COMPAIE OF ABWARK INSURANCE COMPANY = STAR INSURANCE 
Occupational .. 12,400 —2% COMPANY OF AMERICA © AMERICAN AND FOREIGN: ct © THE BRITISH & FOREIGN MARINE INSURANCE 
* The total for all types does not equal the sum COMPANY LTD. © THAMES & MERSEY MARINE + © VIRGINA FIRE & MARINE RISURARCE 
of the four succeeding totals because deaths 


from occupational-motor-vehicle accidents are 
ieclu both headings. 
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not nearly as difficult a task for the 
agent as it might seem because most 
shippers are already becoming more 
and more loss conscious 

Shipper organizations and Cham- 
bers of Commerce all over the coun- 
try, for example, have been urging 
their shipper-members to take 
greater precautions with their valu- 
able goods, not only as a means of 
helping themselves but also as a step 


toward crime prevention in the 
community. Babaco Alarm Sys- 
tems, Inc., a national leader in the 
truck and car burglar alarm field, 
reports that hundreds of these or- 
ganizations have asked for the 
names of those trucking companies 
whose equipment is protected by 
approved automatic burglar alarm 
systems. These organizations have 
been telling their shipper-members 
that it costs no more to ship on a 
protected truck than it does on one 


When You're “Figuring” 
Things Up... 


Remember You Can 


= Add OUR KNOW-HOW 
X Multiply OUR SERVICE 
=» Subtract YOUR WORRY 
s= It All Equals GOOD BUSINESS 
B 
Baruurmous Ciswarry 
CORPORATION 


ROCK 


ISLAND, 


ILLINOIS 


Specializing 
IN WORKMEN'S COMPENSATION 
AND ALL LINES OF 
LIABILITY COVERAGE 


that lacks safeguards. Agents are 
in an even better position to perform 
this type of service because of their 
closeness to the assured. Where 
shippers are sending out valuable 
goods which may be stolen or hi- 
jacked, the simple precaution of 
recommending that they be sent on 
alarm-protected vehicles can prove 
to be a valuable service rendered by 
the agent. 

This, of course, is only one of the 
many prevention measures 
which agents should constantly be 
bringing to the attention of their 
assureds. The public is fully aware 
of the crime picture and it should 
not be too difficult to get cooperation 
on loss prevention measures which 
will save valuable time and money in 
the long run. Neither the agent nor 
his assured should be lulled into 
complacency in thinking that if the 
goods are stolen, for example, they 
may he quickly recovered. It is all 
very fine if a murderer is caught 
even a day or so after the crime is 
committed, but it goes without say 
ing that this doesn’t help the victim 
at all! This is also true with respect 
to truck cargo thefts and hijackings. 
ven the recovery of the goods does 
not alleviate the nuisance and high 
cost of an undelivered shipment. 


loss 


Pressure for Concessions 


it 16, 
loss prevention be “sold” to shipper 
assureds with just as much energy 
and vigor as insurance coverage it- 
self. It is also important that once 
an assured has agreed to adopt a 
program to help prevent thefts the 
agent continue to keep him “sold” 
so that the effort is not later aban 
doned. Too often an effective loss 
prevention program is allowed to 
lapse or be curtailed when the as 
sured’s loss ratio has heen consist 
ently low over a period of years. In 
this instance the agent is faced with 
pressure from his assured bent at 
either lowering the rate or doing 
away with the expense of loss pre 
vention measures, or both. The 
agent may feel that he must make 
some concessions in order to keep 
the business if he cannot reduce the 
rate, but in taking this position he 
is being completely unrealistic be 
cause in effect he is admitting that 
he has not properly convinced his 


therefore, important that 


‘ 
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assured of the value of his own 


counseling on loss prevention even 


though it has paid off in lower in- 
surance costs. 


The Assured Will be Sold 


If an agent agrees to compromise 
on loss prevention in order to “save 
the business” he is opening the door 
to further losses and not fulfilling 
his responsibility to the public as 
well. Such practice will inevitably 
lead to demands for more controls 
and supervision in the writing of 
this type of business and may ulti- 
mately destroy the free competition 
that it presently enjoys. If the 
agent has done his job properly 
from the beginning, his assured will 
be made aware of the value of loss 
prevention at the outset. He will be 
continually ‘“‘sold” on the effective- 
ness of this approach and he can 
then be made to understand how 
the low cost of his insurance has 
been brought about by a low loss 
ratio and can be maintained only if 
loss prevention standards them- 
selves are continued and_ even 
strengthened. 


FIREPROOF DESIGN 


N OBJECT LESSON in built-in 
Afireoe of construction is offered 
to industrial firms building new 
plants in suburban or rural areas 
by an ultra-modern $750,000 plant 
to be opened in St. Charles, IIl., by 
Bert Mills Corporation, matufac- 
turer of automatic coffee vending 
machines. The firm’s insurance ad 
visors were called in by Mills offi- 
cials at the initial planning stage 
for the new building. The result of 
this unusual move is “the most 
fireproof plant possible to build,” 
and minimum fire insurance rates 
for a factory structure in a rural 
area. 

Main safety feature of the plant 
is a single-piece, 40,000 square foot 
roof of poured concrete. Supported 
by concrete columns, the roof will 
not give way even under the intense 
heat that buckles steel girders. This 
move motivated by General 
Motors’ recent experience when fire 
destroyed its large automatic trans- 
missions plant in Livonia, Mich. 
Terrific heat in that fire buckled 


was 
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steel and the roof came 
crashing down. The new type con 
structure is said to add about 35 per 
cent to the buildings roof construc 
tion costs, but according to 


columns 


sert 
Mills, company president, “it is well 
worth the investment if it means we 
can save machinery, stock, and most 
important, lives.” 

Confronted with limited tire pro 
tection facilities in the suburban St 
Charles area and high fire insurance 
rates, insurance 
building firewall between 
plant and offices, and made recom 
mendations on water well and pump 


experts advised 


sections 


— | 


housing fire hydrant 
placement, and a number of other 
fire protection features 


placement, 


Other built-in fire protection fea 
tures include around the 


paint spray and paint storage areas, 


hrewalls 


and automatic sprinkler systems in 
those departments. The firm dug 
its own water wells to assure water 
supply at all times. Two fire hy 
drants have been placed on diagonal 
corners of the building, and an em 
ployee fire brigade is trained to go 
into action the instant 
covered. 


fire is dis 





SINS ON WHEELS 


SAPETYGRAM, published by the First 
Army, Governors Island, New York 
notes that nearly all dangerous driv- 
ing can be traced to some one of the 
Seven Deadly Sins. Here’s how: 
Vanity—The vain man, proud of 
his car’s speed and of his own nerve 
and skill. 

Wrath--The angry man, irritable 
and impatient, magnifies the faults 
of other drivers and enjoys right- 
eous indignation which is usually 
shouted at other drivers or more 
violently expressed by cutting short 
in front of them. 

Envy 
soured because his car is not as new 
as others on the road, who will not 
accept its limitations and overdrive 
it. 


Lechery—-The driver who speedg 


along with one arm around his gir 
friend or parks so as to obstruct 
some part of the roadway. 


Gluttony—The  gluttonous man 
overindulging in liquor, as well ag 
in foods that detract from his alert4 
ness behind the wheel. 


Z vari e 





The avaricious car owner 


The envious man who ig 


WHETHER ON TIE LEVEL or off the 
roof, falls continue to top all other 
accidents in making life miserable 
for home folks. Completing a re- 
cent analysis of nearly five thousand 
home accidents requiring medical 
attention, the Institute for Safer 
Living of the American Mutual Lia- 
bility Insurance Company an- 
nounced that forty-three per cent of 
these injuries were the result of 
falling downstairs, on level surfaces, 
out of windows, and off ladders and 
furniture, 





ACROSTIC 


ound your horn 
nd try your lights; 
lick your signals, 
ase your sights; 
ty your brakes, 
our wipers too; 


ix your mirror 
nm your view; 
echeck water, 
ee to gas; 
est the air, 
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Don't Drive Too Fast. 


John Gow, Jr., in Safety Informatid 
published by the Royal-Liverpool Group 








runs his tires until there is no rub- 
ber left and lets brakes go until the 
“stop” is gone. Skimps on all repair 
and maintenance and carries low 
limits insurance, if any. 
Sloth—The lazy man, cuts corners 
short, gives no hand signals, slumps 
down in his seat, day dreams, parks 
far away from the curb; is tired 
physically, mentally and morally. 


PAINFUL MISTAKE 


THOUSAND DOLLARS per mo- 
lar—that’s the price parents are put- 
ting on two molars pulled when 
their twelve-year-old daughter wan- 
dered by mistake into a Chicago 
dentist's office. A suit for $100,000 
has been filed against the dentist. 


Pirry 


Fireman's Fund Record 


HALLUCINATIONS 


As IF DRIVING on roads crowded 
with more than 52,000,000 cars and 
trucks is not sufficiently hazardous, 
a Harvard psychologist comes up 
with another menace for motorists, 
“hypnagogic hallucinations.” 
Alfred L. Moseley of the Harvard 
School of Public Health recently 
described these strange mental 
quirks to the American Psycholog- 
ical Association. When tired, it 
seems your sleepy mind can sud- 
denly make a cow, deer, house or 
something else jump onto the road 
when you're driving. It’s a hallu- 
cination but there’s nothing imagi- 
nary about the accident it can cause 
when a driver slams on his brakes 
or veers off the road to avoid a colli- 
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CRIME TRENDS 


Tue 1,047,000 crimes in the first 
half of 1953 represented an increase 
of 2.5 percent over the same period 
of 1952 and a 9.0 percent increase 
over the 1951 six-months’ figure. 

Increases over 1952 ranged from 
8.4 percent for aggravated assaults 
to 0.6 percent for murder. Crimes 
of negligent manslaughter (mostly 
traffic killings) rose 0.7 percent. All 
crimes against the person combined 
(murder, negligent manslaughter, 
rape, and aggravated assault) in- 
creased 7.2 percent. 

Property crimes (auto theft, burg- 
lary, robbery, and larceny) increased 
5.1 percent, 3.4 percent, 1.4 percent, 
and 1.2 percent respectively. Group- 
ing property crimes a 2.2 percent 
increase is noted. 

The nationwide estimated increase 
of 2.5 percent in crime is based on a 
reported 9.0 percent increase in rural 
crime and a 0.5 percent increase in 
city crime. While the estimated total 
major crimes includes larceny of all 
classes, offenses, some of which are 
of a serious nature, such as arson 
and embezzlement, are excluded and 
for that reason the estimated total 
is considered to be conservative. 


—Federal Bureau of Investigation 


NONE OF THEIR BEESINESS 


BEES FOUND AN _ OVER-STUFFED 
porch chair so comfortable in Brock- 
ton, Massachusetts that they routed 
firemen when they tried to douse a 
fire in it. 

A neighbor noticed the chair 
smouldering and called the fire de- 
partment. This sequence followed : 
Out came the smoke, out came the 
firemen, out came the hose, out came 
the water, out came the bees, out 
went the firemen. 

Damage was slight all around. 


~The Texas Insurance Fieldman 
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Policyholders appreciate the rapid, thorough removal of smoke 
odors, as this typical letter shows. And here’s what calling in 
Airkem does for you: 


Eliminating smoke odors by the Airkem method 
conserves expensive inventories and permits fast 
reoceupancy —no fuss and bother for your valued 
customers, 


Equally important, when you recommend Airkem 
to your policyholders, you and your companies 
receive a two-fold public relations benefit. Not 
only are good relations between your policyholders 
and companies strengthened—but your policy- 
holders spread the good word about the fine, extra 
service your companies provide. 


Untold thousands have been spent on public 
relations programs that can’t match this! 


AIRKEM, INC. 
241 EAST 44TH STREET 


Sle Ou Service NEW YORK 17, N.Y. 


Ilow do you take advantage of the opportunity 
Airkem Smoke Odor Service offers you? Your local 
Airkem SOS representative is ready to serve you 
now—or at any hour of the day or night. Call him 
today—he’s listed in your phone book. Or mail 
this coupon while you’re thinking about it. 


| For more information about Airkem’s Smoke Odor | 
| Service, fill in and mail to: 


| 

| Airkem, Inc., 241 E. 44th St., New York 17,N.Y. | 
i Please send me the 1954 directory of Airkem | 
SOS Representatives. | 

j (J Please send Case History Reports of interesting | 
| Airkem SOS Applications. BIS 


Name | 








| Company 
Address 
| City Zone___ State 
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Tax Problems of Agents—from p. 27 


Often taxpayers are so concerned 
with deductions that they neglect ex- 
clusions or fail to appreciate the 
limitations on dependency credits. 
The exclusions include tax-exempt 
interest, gifts, loans, bequests, dam- 
ages, life insurance proceeds and 
annuities (with certain exceptions). 
If these items are not excluded from 
gross income the Bureau probably 
will not call attention to them. Also, 
if a son is working temporarily only, 
he should not be allowed to earn a 
few dollars more than his exemption 
credit. It is quite a disappointment 
to let a child few dollars 
during his summer vacation (which 
is promptly spent, no doubt), and 
then find he is tax 
exemption 

The shifting of income to more 
than one entity is no longer an easy 
matter, particularly where what 1s 


earn a 


no longer a 


assigned is rights to income rather 
than a property interest from which 
income flows. It is not legally pos 
sible to assign the right to income 
and thereby escape tax by shifting 
it to another taxpayer 


Joint Returns 


However, now that husbands and 
wives are permitted to divide their 
income, one of the most vulnerable 
tax steps (attempting to shift income 
to the wife) no longer is a problem, 
The one-man agency, therefore, need 
not become involved in a husband 
and wife partnership under existing 
tax laws. It has the benefit of such 


tax treatment without all the col 


REINSURANCE 
UNDERWRITERS 


incorporated 


Complete Facilities in the 
Domestic and London Markets 


256 Montgomery St. - San Francisco 4 
1122 Wilshire Blvd. - Los Angeles 17 


lateral problems which such partner- 
ships create. 

One has considerable discretion in 
the timing of his deductions, with 
the result that by shifting them from 
year to year, he may better control 
the impact of tax law. Be careful, 
though, not to shift expenses in a 
declining tax rate period. For ex- 
ample, if an agency is embarking 
upon an advertising campaign, it 
may wish to give consideration to 
timing this expense so that the 
income to result from it will fall in 
the same taxable period in which 
the expense is incurred, In these 
situations, however, choice of ac- 
counting methods may control since 
if under the accrual, rather than the 
cash method, it is necessary to accrue 
the expense without being able to 
accrue the Probably, the 
cash method is preferable in the 
smaller agencies since (1) it is sim- 
ple, no foresight or hindsight being 
necessary for the setting up of ac- 
cruals, and (2) taxes are not payable 
until the cash with which to pay 
them is at hand. 

A useful inexpensive way to take 
advantage of tax reduction, partic- 
ularly during the early stages of an 
agency, is to utilize the agents res 
idence as an office. To the extent he 
can do this without unduly affecting 
the growth of his agency, a substan 
tial saving results through the claim- 
ing of depreciation, repairs, light, 
heat, etc., not otherwise deductible 
if the home is used solely for resi- 
dence purposes. The deduction is 
limited to the ratio of space used for 
office compared with what is used 
for residence. It is important, in 


income, 


‘this regard, that accurate records be 


kept in order to substantiate the de- 
ductions claimed. The same is true 
with respect to an automobile used 
both for pleasure and business. 


Entertainment 


Entertainment expense is usually 
a substantial item in the case of an 
insurance agency. The rule is, how- 
ever, that there must be some tangi- 
ble evidence that business was in 
creased—not merely the vague ex- 
pectation that some business would 
result. This is especially true in the 
case of country club or other club 
expense. 


Partnership Agency 


Assume that the one-man agency 
has progressed to the point where 
operation as a partnership seems 
necessary in order to more effectively 
broaden the scope of its operations. 
At this point, it is of utmost im- 
portance that existing as well as 
future tax problems be anticipated 
and dealt with to the end that the 
agency will continue to be operated 
with a minimum of tax cost. There 
are many important tax differences 
between the partnership method of 
operating an agency and the sole 
proprietorship even though the total 
income in both cases is fully taxed 
to the individuals, the partnership 
not being a separate taxable entity 
apart from the partners. Knowledge 
of these differences and use of them 
at the outset may result in substan 
tial tax saving. 

At the time of formation of the 
partnership, in addition to the usual 





tion— 


OTIS CLARK, 


president 


From the individual policyholder 
to the largest business organizo- 


From the smallest agent to the 
greatest insurance company— 
All rely on BEST'S PUBLICA- 
TIONS for complete, accurate 
and unbiased information. 


Whether your interest is in life, 
surety, fire, marine or casualty 
insurance—there is ao BEST serv- 
ice to fit your needs and—your 
pocketbook. Write to— 


ALFRED M. BEST COMPANY, INC. 
75 FULTON STREET 


NEW YORK 38, N. Y. 
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Fifty Years of Growing 


Fifty years ago, Thomas Alva Edison 
was rounding out his fabulous experiments. 


Today the land stands brighter from coast to coast— 
and Americans never tire of telling the story of how 
Edison gave us the electric light. 


It was 50 years ago that the National Casualty 
Company began. And we set out to produce the finest in 
Accident & Health, Hospitalization and Surgical coverages for 
the Individual, Family, Franchise or True Group case— 
and like the electric light, we have grown from coast to coast. 


We still are growing, offering new agency 
opportunities in select territories. You’ll find it to your advantage 
to investigate National’s portfolio of comprehensive coverages. 


NATIONAL CASUALTY COMPANY 


DETROIT 26, MICHIGAN 
Remember — It’s Easiest to Sell the Best! 





legal and accounting problems in- 
volved, the following additional 
matters should be considered : 
(1) Death, disability, insanity or 
incompetence of a partner. 
(2) Plan of handling estate’s or 
widow’s interest. 
(3) Method of admission of new 
partners or retirement of old partners 
and the financial considerations in- 
volved. 
(4) Method of accounting to be em- 
ployed, and taxable period, whether 
fiscal or calendar. 
(5) Whether the investment shall 
consist of cash, property or services, 
and the method of determining the 
value of the latter two. 
(6) The distribution of profits. This 
is purely contractual, and will stand 
unless there is an effort made for 
one partner to assume the earnings of 
another for tax reduction purposes. 
In view of the above factors the 
necessity for a well drafted partner- 
ship agreement defining the rights 
and obligations of the respective 
partners during the operation of the 
agency as well as upon its dissolu- 
tion, sale or liquidation cannot be 
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too greatly emphasized. It is no 
longer necessary to formalize a hus 
band-wife agency partnership. In 
fact, the very vulnerable features of 
such an arrangement no longer 
plague this type of partnership, but 
the Treasury Department is continu 
ing its attack on other forms of fam- 
ily partnerships, especially where mi- 
nor children are involved. 


Taxable Period 


Following formation of the part- 
nership, one of the first steps is to 
choose a taxable period. Under the 
law and regulations a partnership 
may choose any taxable period it 
desires, whether it be calendar or 
fiscal and irrespective of the taxable 
year of the individual partners com- 
prising the agency. Since tax rates 
may become lower in succeeding 
taxable periods, it is advisable for 
new partnerships to choose the latest 
fiscal year possible so that the first 
taxable year’s profits will be de- 
ferred. 

The admission of new partners 
presents certain tax problems. The 


tax law is still unsettled as to 
whether or not the admission of a 
new partner results in the creation 
of a new partnership, although the 
Treasury has ruled that any increase 
or decrease of membership gives rise 
to a new partnership entity. Whether 
a new entity is created is important 
to the question of whether elections 
are revived. For example, if the new 
entity wishes to adopt a different 
fiscal tax period, approval of the 
Commissioner would be required un- 
less a new partnership has resulted. 
In a recent case on this point it was 
held that where the new partnership 
chose to report on a fiscal basis, 
whereas the old reported on the cal- 
endar, no permission was necessary. 
The Commissioner has now acqui- 
esced in this decision. It may be that 
the applicable state law is control- 
ling as to whether a new partnership 
is created or the old just continued. 
Generally, however, the Commis- 
sioner has not felt himself neces- 
sarily controlled by the status of tax- 
able entities under state law. Should 
this question become material in a 


(Continued on page 58) 





for success in the years ahead | HUT 
Great pleasures of life lie ahead of you; 
be sure you are able to live them to the 
fullest. Whenever you are behind the 


wheel of a car, think safety, drive safely. 


Last Date 


A dramatic 20-minute sound motion pic- 


ture on teen-age driving safety. 
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A series of 13 six-minute driver educa- 


tion sound movies on driving attitudes. 


For details on how you may obtain these 
films, see your local L MC representative, 


or write the home office, Chicago 40. 
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Theft Insurance—Unmounted 
Diamonds Held Not to Be 
"Personal Property" 
within the Meaning of a 
Floater Policy 


Automobile Ins. Co. of Hartford v. 
Denny (1953 C. of A. 8th) 206 F. 
2d 401. 


The plaintiffs, a husband and wife, 
brought an action to recover upon a 
‘Missouri personal property floater 
policy” issued by the defendant. The 
claim of the plaintiffs was that the 
loss of one-hundred seventy-six un- 
set diamonds, which had been stolen 
from their residence, was covered by 
the policy as “unscheduled personal 
property.” The defendant denied the 
claim and contended that the unset 
diamonds were “unscheduled jew- 
elry” for the loss of which the liabil- 
ity of the defendant was expressly 
limited to $250, which sum the de- 
fendant had paid to the plaintiffs. 

The trial court decided that the 
diamonds were not “jewelry” at the 
time they were ‘stolen. It awarded 
the plaintiffs a judgment for $11,000 
(which it found to be the value of the 
diamonds) upon the ground that the 
diamonds were “unscheduled per- 
sonal property.” Upon appeal the 
judgment of the trial court was re- 
versed and judgment was ordered 
for the defendant. 

At the time the policy in suit was 
issued, the diamonds involved were 
mounted in a bracelet, which bracelet 
was covered by a policv issued by 
another company. The bracelet was 
later dismounted by a jeweler and 
some of the diamonds were incor- 
porated in new articles of jewelry 
which were added to the coverage. 
The remaining diamonds were 
wrapped in paper and were placed 
by the plaintiffs in a strong box in 
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their home from which they were 
later stolen. The Appellate Court 
held that although they were unset 
at the time of the theft, the diamonds 
were none the “unscheduled 
jewelry” and were subject to the 
$250 limitation of the policy ;—"lf 
the coverage under the policy had 
been $250 on ‘unscheduled personal 
property’ and $15,000 on ‘unsched- 
uled jewelry,’ can anyone believe 
that the plaintiffs would have as- 
serted the diamonds were not ‘jew- 
elry’ or believe that the company 
could have escaped liability for the 
loss of the diamonds by insisting 
that when dismounted they had be- 
come ‘unscheduled personal prop 
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Automobile Collision Insurance 
—Replacement of a Lien which 
was Noted on the Policy by a 
New Lien which Was Not 
Reported to the Insurer, Held 
to Render the Policy Void 


Atlantic Cas. Ins. Co. v. Interstate 
Ins. Co. (1953 N. J.) 100 A. 2d 192, 


The above case, which was one of 
first impression in New Jersey, was 
an action by one of two insurers, 
both of which had issued collision in- 
surance policies upon the same auto- 
mobile, to recover from the other 


‘insurer for one-half of the damage 


sustained by the insured car in a 
collision. 

The defendant, Interstate Insur- 
ance Company, issued its policy 
covering the automobile involved 
with a loss payable clause running 
to the holder of a lien by virtue of 
a conditional bill of sale. The in- 
sured vehicle was subsequently re- 
financed with a bank by means of 
a chattel mortgage in the sum of 


$795. The conditional sale lien 
which was then in the amount of 
$635, was paid off and discharged 
out of the proceeds of the chattel 
mortgage loan. The new, or replace 
ment lien, was not reported to Inter- 
state. At the time of the refinancing, 
a new policy of collision msurance 
was issued by the Atlantic Casualty 
Insurance Company, on which pol- 
icy the chattel mortgage to the 
bank was noted, 

Prior to the expiration date of 
both policies, the automobile was 
involved in an accident and damage 
in the amount of $560 was sustained, 
The loss was paid by Atlantic. Upon 
the refusal of Interstate to share in 
the loss, Atlantic instituted suit to 
collect one half of the loss from In 
terstate. The trial court rendered 
judgment for Interstate, which judg 
ment was affirmed upon appeal 

The policy issued by Interstate 
contained the usual clause suspend 
ing coverage while the insured car 
should be subject to any lien or en 
cumbrance not specifically declared 
and described in the policy. It was 
the contention of Atlantic that the 
liability of Interstate could not be 
avoided by Interstate by reason of 
an immaterial technical breach of 
the policy. The appellate court, in 
holding to the contrary, pointed out 
that the amount of the unreported 
lien was for a greater sum than the 
amount due under the original lien 
at the time of cancellation. The 
court also emphasized the fact that 
while there was no reported case in 
New Jersey directly bearing upon 
the main point at issue, the courts of 
that state have generally held that 
the test is not whether the insurer is 
prejudiced by a breach of a condi 
tion in an automobile policy, but 
simply whether the breach in fact 
occurred. 
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given situation, counsel should re- 
view the applicable state and Federal 
court decisions before deciding what 
steps to take. 


Use of Personal Funds 


Although a partnership is not a 
separate taxpaying legal entity for 
purposes of the income tax law (it 
merely files an informational part- 
nership return), one of the serious 
questions now being tested is 
whether a partner may deduct an 
expense which he has individually 
incurred in connection with partner- 
ship business. The Bureau has blown 
“hot and cold” on this point, inter- 


TO 


Nervice that Renews 


mittently taking the view that part- 
nership funds must be used, and in 
other cases conceding without argu- 
ment that the expense, if supported 
by proof of payment, could be de- 
ducted by the partner as business 
expense. 

There is real danger of disallow- 
ance if personal funds are used, es- 
pecially where the expense may be 
partially personal such as club dues, 
automobile expense, or week-end 
entertainment. A conservative policy 
would dictate that all partnership 
expenses be paid for with partner- 
ship funds. The records of the part- 
nership should reflect such payments, 
whether direct or by way of reim- 
bursement to the partner. 
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One of the most perplexing of all 
tax problems is that facing the part- 
nership upon the death of a partner. 
Where, as is now customary, the 
partnership agreement provides that 
certain payments are to be made to 
the deceased partner’s estate or 
widow or other relatives, it is ab- 
solutely essential to understand the 
legal principles relating to the so- 
called “purchase rule’’ and “income 
rule” if costly tax consequences are 
to be avoided. 

Personal service agency partner- 
ships present special problems inas- 
much as the capital investment is 
generally low and tangible physical 
assets limited. Usually, a survivor- 
purchase agreement predicated upon 
an outright sale of the decedent’s 
interest in such limited assets would 
be of nominal value, even assuming 
goodwill is included therein. The 
modern trend is away from this 
form of limited “‘pay-off” ; and, in its 
place, it is becoming increasingly 
more common to provide for some 
payment to the estate in excess of 
whatever physical assets the partner- 
ship may own. 


A Percentage of Profits 


This may take a lump-sum pay- 
ment form, in which event the tax 
consequences are essentially that of 
a purchase-sale arrangement. Or, 
more often, the surviving partners 
agree to pay a specified percentage 
of profits to the estate for an agreed 
perio: of time. Where this method 
is used, the tax consequences are 
determined by the nature of the 
agreement and the intention of the 
parties. 

That care should be exercised in 
deciding which method to use is 
readily apparent when it is realized 
that the ‘“‘purchase rule” subjects 
surviving partners to income tax 
on the earnings used to discharge 
the payments, whereas under the 
“income rule” the transaction is not 
considered a sale with the result 
that it is as if the estate or widow 
continued as a partner. In this case, 
the surviving partners receive a tax 
benefit in that such payments are 
deducted from the surviving part- 
ners net income. 


Since normally the partners would 
intend that the share of earnings be 
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taxable to the estate and not to the 
survivors, it cannot be emphasized 
too much the importance of drafting 
a proper agreement. This agreement 
should not partake of the attributes 
of sale and purchase, but should 
provide that the estate is to continue 
as an income recipient of the partner- 
ship. 


Payments of Income 


Significantly, the recent trend of 
the Tax Court is away from the 
“purchase rule” in the case of per- 
sonal service partnerships. The 
theory being that inasmuch as there 
is only nominal capital investment 
and physical assets, the payments to 
the estate are payments of income 
and not capital. Accordingly, if it is 
desired that the estate rather than 
the surviving partners pay the in- 
come tax on the payments, the agree- 
ment should studiously avoid any 
language indicating a purchase or 
sale. Such language is indicative of 
an acquisition of the decedent’s cap- 
ital investment, with the result that 
no deduction would be allowed sur- 
viving partners, It is suggested that 
the consideration for such an agree- 
ment be stated as the mutual under- 
taking of the parties to pay the speci- 
fied sums to the estate. This will 
tend to negate a contention that the 
sale of the decedent’s interest was 
the consideration. Also, the pay- 
ments should be in the form of a 
percentage of current profits to 
strengthen the “income rule” ap- 
proach. Predetermined agreed a- 
mounts may raise a suspicicn of a 
“purchase.” 

It should be kept in mind that 
even though the estate must pay an 
income tax, it is still subject to an 
estate tax. The estate tax is based 
upon the discounted value of the 
future income payments as of the 
date of death determined pursuant 
to a Treasury Department formula. 
However, Section 126(c) of the In- 
ternal Revenue Code permits those 
who subsequently receive the income 
to offset the estate and income taxes 
paid on the same income. 

There is one other phase of the 
problem which has caused some con- 
troversy in cases where life insur- 
ance is used to fund the partnership- 
purchase plan. The insurance plan 
generally used is a form of cross- 
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purchase arrangement whereby A 
takes out insurance on the life of B, 
payable to A, and pays the premium 
thereon. B similarly insures A’s life 
for his benefit. If A dies first, B re- 
ceives the insurance proceeds which 
he is obligated to use to acquire A’s 
partnership interest. At the present 
time, it appears clear that such in- 
surance is not a part of A’s estate 
for estate tax purposes. However, 
until recently there existed the real 
danger that since A was paying the 
premium on B’s life, and vice versa, 
A would be deemed paying indi- 
rectly the premium on his own life, 
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thereby including both the insurance 
and the business interest in his es- 
tate. The Treasury has dispelled, at 
least for the time being, this danger 
by ruling it will not attempt to tax 
both the insurance and the value of 
the partnership interest. 


One Variation 


A variation of this plan is where 
each partner takes out life insurance 
on his own life, designating his wife 
(or possibly his estate) as benefi- 
ciary, coupled with an agreement to 


(Continued on the next page) 
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apply the insurance 
against an agreed purchase price of 
the decedent's partnership interest. 
Although there is now little danger 
of increasing the estate tax through 
duplication of estate 
result of Bureau acquiescence in the 
case of Mitchel, 37 B.T.A. 1), a 
serious income tax result faces the 
survivor in view of the case of 
Legallet, 41 B.T.A. 29. In this case 
one of the partners died and the pro- 
ceeds of the policies were paid to 
his widow, the partnership interest 
being retained by the surviving part- 
ner, Later the partner 
sued the partnership and the ques- 
tion was whether the insurance pro- 
ceeds paid to the widow of the 
deceased partner could be deemed 
a part of the cost basis of the part- 
nership in determining 
on sale, 
held 
could 
basis, 


procee “ds of 


(as a 


assets 


surviving 


gain or loss 
The Board of Tax Appeals 
that the insurance 
not be included in 
thereby materially 

the taxable capital gain. In view of 
this situation, it is potentially dan- 
gerous to name the widow, or pos- 
sibly the estate, as beneficiary of the 
insurance where it is contemplated 
the insurance proceeds will practi- 
cally pay for the decedent’s partner 
ship interest. 


To be Continued 
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NEW PUBLICATIONS 


LP Gas—Safe Handling and Use 

The growing popularity of lique- 
fied petroleum gas as an all purpose 
fuel has prompted the preparation 
of this new pamphlet designed to 
inform the public, venders, indus- 
trial plants and motorists on how its 
inherent hazards can be safely con- 
trolled. 


Many deaths and personal injuries 
and property damage totaling mil- 
lions of dollars have resulted from 
fires and explosions of LP gas in 
past years, due to the public’s lack 
of knowledge of the properties of 
this useful fuel. This pamphlet, de- 
veloped in cooperation with the LP 
Gas Association, covers all the 
known safety problems on the basis 
of twenty years’ experience. It de- 
scribes the composition, properties 
and behavior of the gas and also 
gives detailed information on its 
storage and handling at domestic, 
industrial, utility and bulk distribu- 
tion stations. It covers the trans- 
portation and distribution of LP gas 
from producer to consumer and its 
use as a fuel for automotive vehi- 
cles. 

60 pages, 25¢ per copy, $20.00 
for 100 copies; published by the 
Association of Casualty and Surety 
Companics, 60 John Street, New 
York 38, New York. 
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Industry's Insurance Needs Today— 
Problems and Solutions 


This is a booklet of papers pre- 
sented at the Insurance Conference 
of the American Management As- 
sociation in New York City on May 
18 to 20, 1953. Papers have been 
selected for inclusion with a view 
to presenting material of lasting ref- 
erence value and general interest 
and to meeting specific needs in 
the existing body of literature on 
this subject. 

The papers cover such items as 
the manufacturer's output policy, in- 
surance requirements for contrac- 
tors and sub-contractors, settling of 
business interruption losses, im- 
provements in hospitalization and 
related coverages and high claims 
and awards for personal injuries. 

67 pages, $1.25 per copy. Pub- 
lished by the American Manaqe- 
ment Association, 330 West 42nd 
St., New York 36, New York. 


Traffic Accident Investigator's 
Manual 

This new fifteen-chapter textbook 
covers the basic problems con- 
fronted by the traffic accident in- 
vestigator at the operational level. 
It contains more than one hundred 
photogranhs, charts, tables, and dia- 
grams. Some of the chapter t'tles 
are: Traffic Accidents and Their 
Causes, Legal Responsibilities in 
Connection with Traffic Accidents, 
Planning the Accident Investigation, 
Questioning Drivers and Witnesses, 
Clues Useful in Accident Investi- 
gation, Skidmark Measurements 
and Records, and Hit-and-Run In- 
vestigation. 

285 pages, $3.50 per copy: pub- 
lished by The Traffic Institute, 
Northwestern University, 1704 Jud- 
son Avenue, Evanston, Illinois. 


TURNS DOWN W.-C. RATE 
INCREASE 


N INCREASE in workmen’s com- 

pensation rates, recommended 
by the National Council on Work- 
men’s Compensation Insurance, was 
disannroved by Commissioner D. D. 
Murnhv of South Carolina. The 
commissioner held that the increase 
was too small to warrant the ex- 
pense of adjustment. 
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MANAGEMENT: For Copying 
Letters, Reports, Contracts, In- 
structions, Statistics, Etc 


SALES: For Copying Orders, Let- 
ters, Inquiries, Presentations, 
Price Sheets, Etc. 
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MANUFACTURING: For Copyin 
Schedules, Work Sheets, Contr 
Sheets, Master Records, Inven- 
tory Records, Etc 


SHIPPING: For Copying Re- 
ceipts, Claims, Freight Bills, 
gta Slips, Bills of Lading, 
te. 
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Use It To Copy 
ANYTHING right in your own office! 


Systematic 


EVERY DEPARTMENT can use the Apeco Systematic 
Auto-Stat. This new all electric photocopying machine 
prints, processes and dries automatically. It's fast—dry 
copies in less than 45 seconds! It's convenient—fits on 
the corner of any desk . . . it's ready for instant use! It's 
easy—anyone can operate it! Saves up to 80% on copying 
jobs. Eliminates retyping, hand copying, checking or costly 
outside copying service. Makes legally accepted black and 
white or colored copies from any original up to 11” x 17” 
—printed on one or two sides. So low cost—a complete 
Apeco Systematic Auto-Stat installation is priced well 
within the budget of even the smallest firm. 


LIFETIME 
GUARANTEE 


American Photocopy Equipment Co. 
1920 W. Peterson, Chicago 26, III. BIN-14 


RUSH ME NEW PHOTOCOPY INFORMATION KIT 
ones booklet on the Apeco Auto-Stat plus 
separate folders on copying tax returns, color copy- 
ing and copying on preprinted forms. 


» Name 





Firm 





Address. 
City State 


bi iaseie ee ee 


tn Canada; APECO OF CANADA, LTD., 134 PARK LAWN ROAD, TORONTO, ONT. 
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NEW ELECTRONIC COMPUTER 


IDER use of electronic computers in the business 

world is predicted with the announcement by 
Logistics Research, Inc. of ALWAC, a new low-cost, 
reliable, general purpose electronic digital computer. 

The new electronic brain is said by its developers to 
do the work of a million dollar computer yet cost only 
five per cent as much. 

The machine is described as uniquely suited to peri- 
odic billing of insurance premiums, computing policy 
dividends, agent commissions, and policy loan interest, - 
and subsequent accounting for premiums received. It 
is inexpensive to operate. 

ALWAC features a large capacity rotating magnetic 
drum which stores the instructions used by the machine 
to perform its computations. All of the units of the 
machine make use of information stored on the surface 
of this drum and the information can be changed at 
will. The drum is composed of a cylinder rotating about 
its longitudinal axis, with a number of reading and 
writing heads mounted in near-contact with the sur- 
face of the cylinder. A given head serves both as a 
reading and writing device. 

Basic commands are put into the machine and an- 
swers obtained from it, on electric typewriters and 
punched paper tape similar to that utilized by a Tele- 
type. As many as ten electric typewriters can be at- 
tached to the machine at various remote locations. 

Information to be given the computer, either nu- 
merical or alphabetical, is normally typed in a conven- 
tional manner on an electric typewriter connected to 
the machine. A tape record of all entries is automati- 
cally retained at the typewriter for future audit. When 
giving the computer an entirely new series of com- 
mands, the operator types the instructions separately 
on the recording typewriter and checks for errors. If 
correct, the resulting tape is fed to the computer, where 
it becomes permanently stored in the magnetic memory. 


Three Cabinets 


The computer is installed in three cabinets mounted 
on ball-bearing swivel casters. The cabinet containing 
the magnetic drum memory is 28” deep x 34” wide x 
64” high and weighs approximately 380 pounds. The 
cabinet containing the power supply is the same size 
and weighs approximately 520 pounds. The cabinet 
containing the logical elements of the computer is 28” 
deep x 48” wide x 64” high and weighs approximately 
500 pounds. The machine will operate from either a 
standard 110 or 220 volt, 60 cycle, single phase outlet. 
Internal fans cool the computer to normal room tem- 
perature. It will be sold on an outright purchase basis 
at $48,000. 

“Since computers can perform tedious and lengthy 
calculations quickly and accurately,” notes Glenn E. 
Hagen, president of the firm, “their use in the office, 
factory, and scientific laboratory offers man a chance 
to multiply his mental resources a thousandfold.” Use 
of ALWAC and other computers in industry and com- 
merce, he predicted, will remove the drudgery of 
routine time-consuming operations. 
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ONE 
file cabinet 


does the work 
of FIFTY 


with this Filmsort Personnel System 


Amazing as it seems, you can file the personnel 
folders of up to 23,320 employees in a single 
cabinet*, and find any individual record in a few 
seconds by using these new Remington Rand 
Filmsort Jackets. All you do is microfilm the 
records in each folder, and slip them into these 
jackets (card or clear acetate, illustrated). Each 
jacket is then, in effect, a midget folder, as small 
as the one shown above. They can be vertically 
indexed, as many as 40 to the inch, in card files 
which require only a fraction of the floor space 
needed for original records. Jackets are available 


*One 11-Drawer 5” x 3” card file. 


in a wide variety of sizes, from 5” x 3” to 8” x 5”, 
to hold more than 100 microfilm reproductions 
of 814" x 11” originals. 

Another Filmsort system — the aperture card, 
seals microfilm into the cards of all types of filing 
and finding systems — vertically or visibly in- 
dexed, or punched cards. This ingenious idea 
has many time and space-saving applications 
which can be of value in your record-keeping. 
For complete information about Filmsort micro- 
film systems and microfilm readers, write today 
to room 1659, 315 Fourth Ave., New York 10. 





TAX DEDUCTIBLES RECORD 


This “Taxwise Telephone-Engagement 
Handbook” will be of considerable aid 
in making up your income tax. It makes 
it easy to jot down those hundred and 
one tax deductions which are so easily 
forgotten. The left side is a permanently 
attached telephone-address section. The 
right-hand engagement section is not pri- 
marily an appointment book but rather for 
a detailed record of those engagements 
where entertainment or other deductible 
expenses are involved—either at home or 
away. There is also space for recording 
business gifts, domestic payrolls, interest 
paid, taxes paid, medical expenses, chari- 
table contributions, losses not covered by 
insurance, etc, It slips out of the book to 
be filed with the copy of the tax return 
and refills are available at a reasonable 
price. 
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Visible File Cabinet 
Teleprinter 


Gift Clock-Radio 
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VERBATIM REPORTER 


Here is a ready means of recording the 
proceedings of sales meetings, conferences, 
panel discussions, workshop meetings or 
the entire material presented at a con- 
vention. It is plugged into any dictating 
machine and the reporter makes a voice 
recording by repeating what he hears, 
without being heard by those present. The 
recording is available for immediate type- 
written transcript by anyone. As short- 
hand is eliminated, anyone can learn to 
use it in a matter of hours and become 
proficient after short practice. The bake- 
lite sound box is provided with a button 
switch for starting or stopping the record- 
ing machine. Manufactured by the Hush- 
A-Phone Corporation. 


VISIBLE FILE CABINET 


This new two-tier cabinet for Diebold, 
Incorporated’; vertical-visible records 
holds twice as many records as prior one- 
tier cabinets. Every record has three 
visible margins, horizontal, vertical and 
diagonal, in which information on the 
record is always visible in the file. The 
file is designed to save needless and 
wasted motions since there are no drawers 
to open and close, no need to walk to the 
file, no thumbing through the records and 
no place marking. Reference can be made 
to any record in the file without touching 
a record. 


TELEPRINTER 


A streamlined office-styled version of 
the previously restricted military tele- 
printer has now been released for general 
commercial use. The machine provides 
a system of electronic communication 
whereby printed messages can be trans- 
mitted simultaneously to any number of 
similar machines. Receipt of the message 
is instantaneous with the transmission, 
regardless of distance. Each unit is ca- 
pable of both sendiag and receiving and 
will operate on both wire and radio cir- 
cuits. The teleprinter is light in weight 
(45 pounds) and compact with a mini- 
mum of moving parts. When receiving 
from a previously prepared perforated 
tape the printer will operate at a top speed 
of 15 characters a second regardless of 
how slowly the message was originally 
typed. Controlled by a keyboard similar 
to that of a standard typewriter, it can 
be operated by anyone able to use a type- 
writer. It is a product of Kleinschmidt, 


iis Aer | 
GIFT CLOCK-RADIO 


An ideal gift for executives, this desk 
clock-radio is finished in a gold and silver 
plastic combination with a matching stand- 
ard which holds a Parker “51” pen and 
pencil desk set. The self-starting clock 
is independent of the radio switch and 
features a Telechron movement and an 
automatic on-off switch. There is a buzzer 
to remind of an important meeting or 
special appointment. The radio is Mo- 
torola Inc.'s “Golden Voice” design. A 
raised plate on the pen stand is engraved 
with the owner's name or suitable message. 
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OFFICE EFFICIENCY 


Executive Education 


S SOON as an insurance 
company has come to some 
alistic conclusions about the 
present and potential value of its ex- 
ecutives by means of an informed 
appraisal process, it is ready to be- 
gin remedial action. Specific areas 
of weakness brought to light in each 
case can be treated and improved ; 
gaps in experience made good ; latent 
abilities developed; and a powerful 
impetus given to the creation of 
better future executives. 


Methods of Development 


Appropriate methods of develop- 
ment are many : they may be broadly 
grouped, however, into those which 
accomplish their objective by a fore- 
sighted manipulation of experience— 
job rotation and special trainee 
positions—and those which do it 
through executive education, both in- 
service and formal. The present dis- 
cussion is confined to the second part 
of the process—executive education. 

To begin with, let us consider a 
typical, well-developed executive 
educational progran: for which all 
of us are helping to pay. Insurance 
companies themselves derive some 
benefit from the sums they contrib- 
ute toward this program, just as all 
taxpayers do. A valid question may 
be raised, however, as to why they 
are willing to contribute heavily- to- 
ward an executive education pro- 
gram from which they derive an in- 
direct and attenuated benefit, and 
then balk at devoting a much more 
modest sum of money to the educa- 
tion of their own executives. 

This particular program is one 
small subdivision of the compre- 
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INGOLF H. E. OTTO 
Associate Professor of Insurance & 
Management 
The University of Kansas City 


hensive armed forces’ career guid- 
ance program: the Signal Corps 
Officer Training Program, picked 
because it is fairly representative. 
It was developed for the guidance 
of all who control the duty assign- 
ments of signal corps officers as 
well as to help the individual officer 
plan his own growth. It is in no 
sense a rigid, preset course: it does 
not project the assignments of any 
one officer for any given date but 
rather indicates the general means 
by which his abilities will be de- 
veloped. No man is relieved of his 
personal responsibility for improv 
ing himself by all means available. 
After being commissioned, each 
officer goes through a five-year basic 
training period in a signal battalion. 


aa | 


To begin remedial action 


His commanding officer is charged 
with the officer's progressive rota- 
tion through all duty assignments 
appropriate to his grade. By the 
end of the five years he must have 
completed the officer's 
course at the Signal School. If his 
previous academic record and mili- 
tarv background justify, he may also 
undertake graduate work at a civilian 
university. The best qualified men 
may be allowed to study for the 
Ph.D. degree. The signal corps pre 
scribes the core subjects to be 
studied and the end to be achieved 
in the case of each student officer: 
it is up to him to select, in consulta- 
tion with the school, a 
studies suited to his needs. 
of this civilian education 
frayed by the government: tuition, 
registration fees, laboratory fees, in 
firmury fees, library fees, and the 
cost of expendable supplies. At the 
same time, of course, the officer is 
receiving his normal pay and allow 
ances which, in the case of a captain 

after allowance for the tax ad 
vantage contained in his allowances 
and the assignment of an appropri 
ate weighting for medical benefits 
and accruing pension rights 
to around ten 


company 


course of 
All costs 


are de- 


comes 
dollars a 
year. The government is, therefore, 


thousand 


subsidizing each man’s education to 
the tune of twelve thousand or so 
dollars a year. 


Answers Sought 


All officers who receive this sort 
of education must sign a statement 
to the effect that they will not at- 
tempt to separate from the service 


{Continued on the next page) 
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Kodak’s sensational new discovery 
for today’s busy offices, gives you— 


3 copies 


of any letter or other office record 
—legible, dry, photo-exact 
made... 


on ordinary paper 


instead of on specially treated paper. 
These 3 copies are produced from 
a single sheet of Verifax Matrix 
Paper for 


only 4° apiece 


... Which is real copying economy! 


and 


The surprisingly low-pricéd 
Kodak Verifax Printer, $240, is 
the only equipment needed. It will 
quickly pay for itself by eliminating 
costly retyping, proofreading ...and 
enabling you to dispatch legible 
black-on-white copies immediately. 
No skill required , . . no fussing 
anyone can learn to make Verifax 
copies in a minute or two... and no 
adjustment in your present room 
lighting is necessary. 


Verifax copying saves wherever 
there’s paper work 
-—_- MAIL COUPON TODAY — ~ 


Eastman Kodak Company Xs 
Industrial Photographic Div. 
Rochester 4, N. Y. 
Gentlemen: Please send free Verifax 
folder and names of near by dealers 


Name 
Company 
Address 


City __ State 


Price quoted is subject to 
change without notice, 





Executive Education—Continued 


for four years following the com- 
pletion of their course. Each man 
is interviewed by a senior officer 
who explains the purpose of the pro- 
gram and indicates that the officer’s 
next assignment will probably be in 
a position where he will be able to 
use the. knowledge gained. Officers 
who receive the Ph.D. continue to 
work in a specialized field even after 
the normal specialized training pe- 
riod is over. The interview is de- 
signed to answer these questions : 


(1) Does the officer specifically de- 
sire the training for which he is ap- 
plying ? 

(2) What is the extent of his in- 
terest in this training and the reason 
for his interest ? 

(3) Does the applicant understand 
the purpose of the training and its 
effect upon his career? 

(4) Are the officer’s personality, ap- 
pearance, and attitude such that he 
will be a credit to the Army in his 
contacts with the faculty and stu- 
dents of a university ? 

A list of suggested thesis topics 
is maintained by the Army to ensure 
that each man’s work will be on a 
subject related to military problems. 
Areas of study include advanced 
management, industrial manage- 
ment, personnel administration, busi- 
ness administration, economics and 
budgeting, international relations, 
meteorology, nuclear physics, com- 
munications engineering, electronics 
engineering, and advanced  elec- 
tronics. 


Specialized Training 


After completing all his required 
work in the period of basic training, 
the officer moves into a period of 
specialized training which extends 
from the sixth to the seventeenth 
year of service. During the early 
part of this period he must complete 
the advanced officer’s course at the 
Signal School—mandatory for all 
Signal Corps officers. Depending on 
how he does there and in his duty 
assignments he has an even chance 
of being selected for the Command 
and General Staff College. Again, 
officers who do well in the Com- 
mand and General Staff College may 
be selected for the Armed Forces 
Staff College or the Army War Col- 


lege, or both. The latter two are 
also available during the period of 
general training extending from the 
seventeenth to the twenty-first year 
of service. A limited number of 
officers may be selected during this 
period of general training for the 
National War College or the In- 
dustrial College of the Armed 
Forces. The last two institutions are 
reserved for training men to fill 
positions of the highest responsi- 
bility. Only outstanding officers are 
selected for attendance at them. 


Two Facts Become Apparent 


When this executive educational 
system is seen in its entirety, two 
facts become apparent. On the one 
hand, its mission is probably ac 
complished: ensuring the develop 
ment of effective leadership for the 
preparation and conduct of war. It 
sets up a balanced system of progres 
sive education covering all phases 
of professional training. On the 
other hand, the cost of the system 
is fantastic. Not only are officers 
maintained at full pay and allow 
ances while spending up to five years 
of their lives undergoing formal edu- 
cation, but many of the institutions 
they attend are maintained by the 
government itself at a cost much in 
excess of comparable facilities in 
private education. Such an execu- 
tive education program cannot, 
therefore, be held up as a model for 
business concerns to follow undis- 
criminatingly. The hard fact to be 
faced is, however, that insurance 
companies and all the rest of us as 
taxpayers are supporting this sys- 
tem. If there is an advantage to be 
gained from its use, it might be 
worth our while to adopt the best 
features it has for our own purposes. 
By a discriminating choice of meth- 
ods we can select a program that 
will not only be modest in cost but 
will, in the long run, materially im- 
prove the efficiency and profit of our 
operations. 

Before detailing such a system, 
let us briefly consider the kinds of 
current problems in insurance com- 
panies which it would help meet. As 
before our representative firm has 
just completed its executive ap- 
praisal and inventory, has concluded 
that a potential executive shortage 
is developing, and has decided to do 
something about it. As part of its 
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remedial action it has decided upon 
an executive development program 
which includes formal education as 
one of its tools. The executive 
appraisal forms are studied in de- 
tail by a special planning group 
in top management ; conclusions are 
reached about the areas of weakness 


brought to light in each executive | 


and potential executive ; and a series 
of counseling interviews is sched- 
uled. 

The first man interviewed is a de- 





partment head with twenty years of | 


service, thirty-eight years old. He 
had been hired as a stock clerk in 


the middle of the depression and | 


had, by intelligence and proven abil- 
ity, risen to his present position, 


which he fills quite adequately. He | 


is carried in green on the company’s 
executive inventory chart, indicating 
that he is considered suitable for 
his present position but not pro- 
motable without further develop- 
ment. After the usual preliminaries 
we explain to him that top manage- 
ment has a sincere interest in his 
continued progress, and that every- 
one would like to see him qualify for 
a higher position carrying with it 
greater responsibility and, of course, 
calling for more pay. We are 
obliged, however, to point out that 
he cannot at present fill a more ad- 
vanced position with full competence. 
His knowledge of the work in his 
department is excellent; his ability 
to deal responsibly with subordi- 
nates, fellows, and superiors is first- 
rate; but his grasp of the broader 
implications of his activity, his co- 
ordination with other departments, 
and his capacity for making general 
rather than specialized decisions has 
never been developed. He has, in 
other words, the ability to learn les- 
sons and apply the lessons learned : 
he has not yet cultivated the subtler 
art of understanding, analyzing, and 
solving novel broad-gauge problems. 


A Specific Plan 


At this point the department head 
may express some surprise at learn- 
ing that top management still sees 
room for improvement in him; but 
he will, if well-balanced, move 
quickly to a consideration of what 
can be done to remedy the weak- 
nesses noticed. If his query is met 
with nothing more than a sugges- 
tion that he learn more or “improve 
himself,” the end product of the in- 
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PEN 

THAT 

FILLS , 
ITSELF 


Here’s a desk pen that’s always ready to 
write the instant you pick it up—a full 
page or more without redipping. Pen auto- 
matically fills itself from ink fountain in 
the base. Fountain base needs filling only 
4 times a year in normal use. 
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Finger grip never touches 
ink. No chance for ink to 
touch you. 


Fountain base “‘ink- 
locked” against acci- 
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Executive Education—Continued 


terview is likely to be a sense of 
frustration and irritation. If, on the 
other hand, we can come up with a 
specific plan for his improvement 
and growth, the ultimate effect is 
liable to be quite good. 

Again, a young man comes in for 
his appointment : twenty-three years 
old; five years with the company ; 
alert, clean-cut, and with demon- 
strated intelligence. He joined the 
company on leaving high school ; was 
drafted and sent to Korea; served 
creditably ; and rejoined our com- 
pany the moment he was released. 
He has done well in the company 
school and is on the point of being 
assigned to a field office in a junior 
capacity. On the inventory chart he 
is carried in amber—no determinate 
rating yet. 

This is the first time the young 
man has been entered on the in- 
ventory chart ; so he may know noth- 
ing of it. We explain the system 
to him, point out that it is intended 
to help him in his chosen career by 


assuring him of the company’s 
friendly interest in his development 
and by pinpointing any weak places 
that might develop. We even tell 
him the kind of person wanted for 
the top jobs that lie ahead. Once 
more, if we have judged the man’s 
interest and ambition correctly, he 
will be eager to know just what we 
have in mind; what kind of personal 
development program we should like 
him to follow ; what sort of activities 
or accomplishments would be highly 
regarded by top management. 


Our Choice Is Clear 


In both of these typical cases our 
choice is clear: either we come up 
with a vague, woolly abstraction like 
the Delphic oracle—‘“‘Keep active in 
insurance matters” or “Be sure to 
develop your inner potential”—; or 
we give them a specific, well-defined 
outline of what the company by spe- 
cific policy decision decided it wants 
of its present and prospective execu- 
tives. In the first case our men may, 
in sullen resentment, decide to do 
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nothing; or they may charge off 
in a dozen ill-advised directions, 
searching doggedly for the mysteri- 
ous something that management 
wants but will not identify. In the 
second case, our men may still not 
want to do what we suggest; but 
they will at least know what we have 
in mind. 

A concrete, well-developed, but 
relatively inexpensive executive edu- 
cation program for insurance com- 
panies might include the following 
elements : 

1. Period of Basic Training. First 
five years of employment. 


(a) Completion of A.B. work. 
While the possession of the basic 
degree is recognized as desirable, 
good men without it can and should 
be attracted into the insurance 
world. For their own best interests 
and the ultimate advantage of the 
company, however, they should be 
encouraged to complete work on 
their bachelor’s degree during their 
first five years of employment with 
the company. The work would be 
on their own time in an evening 
program at some local university but 
might be subsidized by the company 
to the extent of helping with tuition 
fees. 


(b) Company schools. Most of 
the larger insurance companies al- 
ready have full-fledged insurance 
training courses of their own through 
which all desirable employees are 
channeled. These should, of course, 
be continued since the intimate 
knowledge and practical experience 
of the business which the instructors 
in such courses bring to their teach- 
ing is invaluable: it cannot be 
matched in most academic courses. 

(c) Master of Business Adminis 
tration Program. Toward the end 
of the five year period, qualified 
men who have completed their 
bachelor’s degree with distinction 
and have shown that they hold 
promise of substantial future value 
to the company should be encour- 
aged to proceed with a course of 
studies leading to the degree of 
Master of Business Administration. 
The company could aid in two ways: 


(1) Bearing part of the cost of a 
part-time course of study pursued at 
a local university ; or 

(2) Allowing the employee to take 
academic leave at half-pay so that 
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he can devote all of his time to study, 
hut with the cost of schooling being 
borne by the man himself. As a 
reasonable safeguard to either plan, 
the men considered under them 
ought to be interviewed concerning 
their intentions and attitudes, as de- 
scribed earlier, and might well be 
required to enter into an undertak- 
ing to remain with the company for 
at least four years after getting their 
degree. Such an agreement 
largely moral force, but it helps. 
2. Period of Specialized Training. 
Fifth to fifteenth year. The next ten 
years of the employee’s stay with 
the company make up a period of 
specialized training, normally from 
ages twenty-six to thirty-six. Its 
nature is twofold: 


has 


(a) On-the-job training: learn- 
ing by doing. Such executive de- 
velopment by experience is most 
effective, but is outside the scope of 
our present discussion. 

(b) Professional designation pro- 
gram. While each man is perfecting 
his knowledge of some specialized 
phase of the company’s operations 
he should be encouraged to select 
an appropriate professional designa- 
tion program: C.P.C.U., C.L.U., or 
F.LL.M.A. Most companies support 
and encourage these programs in 
various ways: it would be quite 
effective from the company’s point 
of view simply to schedule employ- 
ees in this second period to take 
one of the required examinations a 
year. After all, the company has a 
right to know if its men understand 
insurance and its social framework 
well enough to pass an examination. 
When the matter is put on such a 
hasis to the employee, he has little 
reason for rejecting the suggestion. 
3. Period of General Training. Six- 
teenth to twentieth year. For the 
next succeeding five years, generally 
from the age of thirty-seven to 
forty-two, development of broad ex- 
ecutive ability is emphasized instead 
of the earlier specialized training. 
\t this time any remaining areas 
of weakness are given concentrated 
attention and eliminated; now the 
men who proved outstanding in the 
earlier periods are given every op- 
portunity to polish their general ad- 
ministrative skill and technique. 
Careful screening of the qualified 
applicants yields a fairly small num- 
ber to be given such intensive ex- 
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ecutive training at company expense : 
enough persons should be designated 
to allow an ample backlog of execu- 
tive replacements ; but the number is 
small compared with earlier stages. 


The Harvard Program 


The best known and oldest of the 
advanced executive programs is 
Harvard’s Advanced Management 
Program. It emphasizes that com- 
panies should send only men who 
have the inherent ability to climb 
in the company organization with- 
out any ceiling on their upward 
growth. Study is divided among 


business policy, administrative prac- 
tices, business in the American so 
ciety, cost and financial administra- 
tion, marketing management, and 
problems in labor relations. In ad- 
dition, emphasis is given to manage 
ment’s responsibility for developing 
and applying social skills so as to 
make the business enterprise a good 
society and a willing participant in 
community and national affairs. The 
course lasts twelve and a half weeks 
and, in addition to being the most 
prestigious, is also the most ex 
pensive. Similar courses are 
given by many other universities at 


now 


(Continued on the next pace 


69 





Executive Education——Contir 


varying levels of competence. The 
selection of which executive school 
to use depends on how well each pro- 
gram meets the needs of the indi 
vidual the factor, 


company, time 


geographical location, and expense 


The men who emerge from this 
kind of thoughtful, carefully con 
structed executive education pro 
gram—integrated with on-the-job 
training, regular and thorough ap 
praisal and coaching, as well as an 
induced self-improvement program 

will enable their companies to 
make a selection of new executives 
from among proven candidates. The 
whims of chance in executive selec 
tion have been somewhat diminished. 


New and Better Ideas 


The program is not a fixed pat 
tern, a Procrustean bed to which the 
budding executive must be matched: 
far from it. Each man is simply 
given the opportunity to develop 
faster and farther than he could on 
Not only individual busi 


nesses but 


his own. 
whole industries have 
gone out of existence after a period 
the ideas that 
triumph became obsolete 
and were not replaced with new and 
hetter The key to survival 
and growth for any organism, in- 
cluding a business, is a constant 
supply of new material: in our case, 


of success because 


brought 


ones, 


new ideas as to the kind of goods 
and services being produced and the 
way in which they are marketed. A 
constant supply of good new ideas 
can be assured only by a continuous 
flow of first-rate men into a com- 
pany’s executive positions—-men 
who recognize the need for new ideas 
and who can produce them 
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The walls of this distinctive office are permanent Natural Walnut Marlite Woodpanel. 
These versatile prefinished wallpanels are available in seven beautiful patterns which authen- 
tically reproduce the grain and coloring of fine, fully-finished woods at a far less cost. 


70 


FORMS CONTROL 


ECOGNIZING THE NEED for a con- 
ma program of forms con- 
trol, backed by company manage 
ment, the John Hancock Mutual 
Life Insurance Company has set up 
an “Internal public relations audit,” 
to make a detailed study of some 
six thousand forms and letters used 
in company operations. One of the 
chief aims of the program is to re- 
duce to a minimum the number of 
hours spent by home office and field 
personnel on paper work. 

Responsibility for the program 
has been placed with the Hancock’s 
Planning Department in conjunction 
with Public Services, and is under 
the direction of Clyde F. Gay, ad- 
ministrative vice-president, and Rob- 
ert P. Kelsey, vice-president in 
charge of public services. New 
forms will continue to be processed 
by the planning department, which 
will review proposed material with 
an eye to information contained, me- 
chanical design, and simplification. 
Those forms which go to policy- 
holders and the public will also be 
reviewed by the public services de- 
partment for general appearance and 
tone. 

Although the Hancock has main- 
tained a constant policy of review- 
ing its printed material in the light 
of changing needs, the internal pub- 
lic relations audit committee is the 
first of its kind in the company to 
he established on a permanent op- 
erating basis to review all forms and 
letters on a company-wide basis. 

One of the first outgrowths of the 
audit committee was an examination 
of district agencies forms. Under 
the direction of vice-president Frank 
B. Maher, portfolios of some three 
hundred twenty forms used in the 
agencies were prepared and sub- 
mitted to five district managers for 
review and suggestions. After sev- 
eral months’ study of the material as 
part of their regular routine, the 
managers met in Boston to discuss 
their recommendations with the 
home office management. As a re- 
sult of their efforts, recommenda- 
tion has been made involving ap- 
proximately one-third of the forms 
used in the agencies. 

Through the work of the commit- 
tee, it is expected that many forms 
will be revised, simplified or com- 
bined with similar forms 
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Mechanized Data Processing 


URING the relatively rapid 

growth of the art and science 

of designing computers, it 
was only proper that the trained 
pioneers point out the potential of 
this new field. But along with them 
came a horde of semi-technical “‘ex- 
perts” with a flair for the dramatic, 
all certain that the robot office and 
automatic factory are around the 
corner. The chief impediment to 
immediate realization, it is inferred, 
is the reactionary attitude of business 
and industrial management toward 
gambling with huge amounts of ven- 
ture capital. 


The Small Scene 


Of late, however, it is encouraging 
to note that more conservative voices 
are making themselves heard. Em- 
phasis is being placed on taking the 
next logical step beyond current 
practice, to learn how to use com- 
puters even as the computers (and 
their operators) learn how to take 
their place within an organization. 
By concentrating on the small scene, 
rather than the broad panorama, a 
sounder basis for progress in com- 
puter utilization is being realized. 

One fact is, of course, undeniable. 
In coming years, more and more 
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productive uses for automatic com- 
putation will be found in business 
and industry. Hence, today’s execu- 
tive must be ready to cope with the 
management decisions accompanying 
the use of a new and expensive tech- 
nique. Almost without exception, 
the application of computers beyond 
the simpler office operations entails 
substantial rental or amortization 
costs for equipment, commitments 
to one or a group of highly trained 
specialists to direct operations, and 
alteration of many record and in- 
formation practices in order to best 
ready and interpret the data which 
the computer handles. It is thus 
seen that decisions regarding the 
integration of complex computers 
into an organization can be far- 
reaching indeed, and the penalties 
of a wrong choice can be expensive, 
as well as unsettling for a long pe- 
riod of time. 

Today’s executive must generally 
make important decisions in fields 
he knows little about. His keys to 
success are, of course, his advisers 
and his own intuition; the latter be- 
ing largely the facility of singling 
out the controlling factors. My aim 
is to try to point up some of the 
fundamental considerations under- 
lying the use of computers in the 
hope it will help the executive to 
orient his intuitive armament. 


In an effort to learn about com 
puter potentials, we have all un 
doubtedly attended lectures by equip 
ment designers who proudly boast 
of larger and larger numbers of 
vacuum tubes, who are rightfully 
enthusiastic about the details of their 
improved memory systems, and who 
stagger the imagination by telling of 
a million or so multiplications ac- 
complished in one second. When 
one designer talks to another, these 
discussions are informative; when 
an executive must make a business 
decision regarding computers, this 
information is largely irrelevant. 
Moreover, much of the discussion is 
couched in the peculiar lingo of com- 
puter teshnology, and serves to dis- 
courage any attempts by the layman 
to invade the engineer's privacy. 


Straightforward Questions 


In dealing with computers, man 
agement is interested in the answers 
to some relatively straightforward 
questions : What are my present data 
processing requirements? Can these 
be met by available automatic equip- 
ment, and if so will a saving in time 
and money result for each job unit? 
Next, what does automatic compu- 
tation permit in the way of improve- 
ment over present operations? And 
finally, what will the whole ball-of- 
wax cost? A few remarks on how 
the answers to these questions can 
be sought are now in order. 
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Mechanized Processing—Continued 


First, where should management 
look for guidance in making de- 
cisions? The analysis of present re- 
quirements must obviously come 
from within his organization. Should 
management concern reside only in 
change-over from hand to machine 
operations, with no increase in over- 
all workload, then the technical rep- 
resentatives of the various equip- 
ment manufacturers can supply 
detailed cost and time estimates. 
This approach is perhaps the best to 
use for familiarization, to become 
acquainted with the nature of the 
computer beast. 

As is inevitable, however, matters 
do not remain uncomplicated for 
long. Consider, for example, the 
technical field of structural analysis. 
When a complex structure is stress- 
analyzed by hand methods, the la- 
borious nature of the associated 
calculations requires that design 
short-cuts be taken; in place of hav- 
ing exact knowledge of the strength 
of every structural detail, the de- 
signer checks the principal charac- 
teristics of the system, and covers 
his inattention to detail by using a 
conservative factor-of-safety, i.e., by 
using more material in the structure 
than is absolutely required. 

Now, if the designer continued to 
perform the same volume of calcu- 
lations as he did by hand, but used 
an automatic computer instead, both 
savings in time and money in per- 
forming the calculations would re- 
sult. 


Over-balance the Costs 


However, in actuality these sav- 
ings are seldom realized. For, as 
soon as the designer realizes he has 
a more powerful information tool at 
hand, the natural inclination is to 
ask more, and more complicated 
questions. The answers to these 
questions give a more precise knowl- 
edge of the structural details, permit 
a more exact design, and result in 
savings of structural weight and cost 
which over-balance the costs of the 
additional design studies. 

In business problems, matters usu- 
ally develop in a similar fashion. 
Suppose an analysis shows that by 
maintaining the present volume of 
data processing, but by switching to 
automatic machinery, savings in time 
and money are to be expected. Jn 


most cases these paper savings will 
never be realized. Instead, once 
management grasps the potential of 
this new tool for information proc- 
essing and analysis, answers will be 
sought to questions passed over 
earlier due to the impossibility of 
economically treating the associated 
mass of data by hand techniques. 
By understanding the mechanics of 
his operations, and by using this un- 
derstanding as the basis for manage- 
ment decisions, the executive can 
usually effect savings far more sub- 
stantial than the cost of the added 
machine studies. 


A Step Toward New Power 


Thus, in a very real sense, the 
switch-over to automatic data proc- 
essing, or increase of strength in 
this direction, should not only be 
thought of as a more convenient 
way of overcoming present routine, 
but also as a step toward adding new 
potential power for management in- 
formation and education. We shall 
explore this latter point in more de- 
tail later. 

Returning now to the question of 
how management should look at the 
problem of choosing a new com- 
puter, it is clear that only rarely will 
the technical representatives of the 
machine manufacturers be able to 
expend the effort required to study 
the complete integration of automatic 
data pracessing into an organization. 
Hence, it is important that the ex- 
ecutive have as adviser, a man, or 
small group of men, whose skills are 
adequate for a comprehensive study 
of the place of automatic computa- 
tion in the over-all operation. 

The skills required for such a 
study include, as an obvious neces- 
sity, a thorough understanding of 
automatic data processing methods 
and practices. This can be supplied 
by a specialist on the company staff, 
or if this type personnel is not yet 
available, through the use of outside 
consultants. In addition, all depart- 
ments and groups concerned. with 
data handling within the company 
should be represented through far- 
sighted, top-level staff members. 
Obviously, for success, the personnel 
making the study must be optimistic 
toward progress through machine 
processing of data, tempered by the 
realities of any change-over to a new 
system of keeping and analyzing 
company records. 
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It is important to keep in mind 
that new things can be done with 
new machines ; hence the importance 
of maintaining an enlightened man- 
agement attitude when exploring to 
its utmost the application of more 
powerful data processing equipment. 


What Machines Can Do 


Perhaps the greatest stumbling 
block to a more widespread applica- 
tion of automatic data processing 
machinery in industry and business 
is the feeling by executives that they 
can’t “understand” the machines. 
This leads, consciously or subcon- 
sciously, to a hesitancy to trust one’s 
future to the mercies of a roomful 
of vacuum tubes and other mechani- 
cal and electrical gadgets. Also, the 
executive is haunted by the fear 
that, even if only sporadically, the 
machines will go “haywire’”—and 
hence undetected errors will creep 
through the work. Some ambitious 
writers have described computing 
machines in terms of an elementary 
human nervous system, and the ex- 
ecutive feels wary of having to cope 
with unseen nervous breakdowns. 

To dispel some of these fears, con- 
sider first what current automatic 
data processing machines can do. 
The machine abilities are all readily 
describable in simple, non-technical 
terms and fall into three major cate- 
gories. 

Through its input system, the ma- 
chine can receive information and 
can receive instructions on what to 
do with the information. The ac- 
ceptance of information may be 
through punched cards, by electrical 
impulses recorded on magnetic tape, 
or by a host of other analogous 
means. The instructions may be 
permanently built into a fixed-opera- 
tion machine, may be introduced by 
wiring a plug-board, or may be pro- 
grammed by card punches or elec- 
trical impulses inter-mixed with the 
incoming information. 

Although a complete set of in- 
structions for a particular processing 
program may be complicated when 
viewed as a whole, it is important to 
note that any program is merely a 
combination of the following ele- 
mentary operations: (a) The opera- 
tion of choosing certain of the input 
arithmetic manipulations—addition, 
data for use at a particular instance ; 
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Mechanized Processing—Continued 


(b) performing simple arithmetic 
manipulations—addition, — subtrac- 
tion, multiplication and division; 
(c) the operation of remembering 
certain of the original or processed 
data so that it can be called up at 
a later time; and (d) the operation 
of making yes-or-no decisions. 


These operations are actually car- 
ried out in the computational portion 
of the machine, which contains the 
arithmetic calculator, the memory 
system, and the control (or instruc- 
tion) machinery. 


Finally, the third category of ma- 
chine ability is to display or record 
the processed data. This is done 
through the output machinery, which 
may be a printer, a deck of punched 
cards, a magnetic tape with the 
processed data recorded on it, and 
so forth. 


It is perhaps instructive to con- 
sider the above with reference to the 
simplest tvpes of punched-card ma- 
chines. These types of equipment 
receive data by punches in the cards. 
They receive instructions via plug- 
boards or the like. They choose cer- 
tain data by being instructed to look 
in certain of the card columns. They 
perform arithmetic operations by 
the age-old process of counting, 
much as does the desk-calculator. 
They can remember data only by 
punching it into new card columns 
or else by limited mechanical stor- 
age within the machine. And they 
make decisions only by sorting, i.e., 
by accepting or rejecting a card 
based on whether or not a punch ap- 
pears in the right place. 


If we now imagine that very fast 
and very flexible means have been 
devised to accomplish the above op- 
erations, and if we visualize a big 
machine with capacity for dealing 
with large quantities of data, we 
have arrived at a concept of the 
larger, modern computers! Far from 
being the giant “brain” of the pop- 
ular press, even the largest of ma- 
chines is only a puny thinking de- 
vice indeed. It will do only what it 
is told to do, and the only decisions 
it will make by itself are of the sim- 
plest yes-or-no variety. It will dis- 
tinguish only black from white, and 
will be confused by the appearance 
of any shades of grey. 


The effectiveness of data process- 
ing machinery will be directly deter- 
mined by the skill of those who give 
it instructions. Installing a large 
machine section and then economiz- 
ing on the quality of its leadership 
is exactly the same as putting a gang 
of laborers to work under a “cheap” 
foreman. There is no surer way to 
cut down on productivity. Auto- 
matic machines by the hour are ex- 
pensive; by comparison, intelligent 
specialists who can put the machines 
through their most vigorous paces 
are cheap! 

Let us now consider the question 
of machine reliability. It was inev- 
itable that during the early develop- 
ment of the computer art, less than 
perfect models would be built. The 
breakdowns experienced with these 
pilot models received wide publicity, 
and led to the belief by many that 
the machines are unreliable. For 
machines which are in production 
hy manufacturers of good reputa- 
tion, nothing is further from the 
truth! 


Refining Small Difficulties 


It must be remembered that any 
complicated piece of machinery, no 
matter in what field of endeavor, 
will seldom work “right off the 
drawing board.” A period of de- 
bugging, of refining small difficulties 
which do not bear on the validity 
of the over-all design, must always 
he weathered. Only a manufacturer 
blind to the simple rules of economics 
would go into volume production on 
a machine which has not outgrown 
its adolescence. Service calls are 
both expensive and unrewarding. 


On the other hand, if a special, 
one-of-a-kind computer is purchased, 
the debugging phase must usually be 
weathered in the purchaser's offices. 
I do not think that even the most 
reputable of manufacturers will be 
offended by this statement. With 
skillful manufacture, the trouble pe- 
riod will be brief. If the machine is 
poorly conceived, the troubles may 
remain for a long time. For any new 
design, and particularly for those 
crowding the frontiers of modern 
practice, the “settling down” period 
is a silent partner in the original con- 
tract. When committing for a cus- 
tom designed machine, the early 
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trouble period must be balanced 
against the ultimate advantage 
gained from the special features. 

As a general rule, it is probably 
correct to advise against the use of 
one-of-a-kind designs whenever a 
production item can be made to work 
reasonably well. Even the penalty 
of slightly less efficiency when using 
the all-purpose machine can gener- 
ally be accepted, in the light of the 
higher costs associated with the de- 
sign, construction and “cleaning up” 
of a new model. Certainly, a very 
clearly defined advantage must be 
established in favor of a custom de- 
sign before it pays to gamble and 
leave the safety afforded by mass- 
produced systems. 


Correct Calculations 


Thus far, the discussion has heen 
limited to the question of whether a 
basically reliable machine can be 
olaced on the market, and the answer 
has heen in the affirmative. This 
does not mean that the machines re- 
quire zero maintenance. Jl.ike an 
automobile, from time to time re- 
placement of worn parts becomes 
necessary. The final answer to the 
reliability problem is thus to make 
certain that each caiculation was per- 
formed correctly. If it was not, the 
machine is malfunctioning and _ its 
temporary lapse must be corrected 
prior to undertaking further compu- 
tations. In a_ well-conceived ma- 
chine, service difficulties should 
never exceed more than a couple of 
per cents of total use time. 

Some logicians may have seized 
upon an apparent contradiction in 
the last paragraph. If we do not 
know the answer to a problem he- 
forehand, how are we to decide on 
whether the machine has computed 
correctly ? 

Consider first mathematical cal- 
culations. In virtually every mathe- 
matical process, an independent 
check calculation can be performed 
to test the validity of a result. If a 
loan schedule is being arranged, then 
the sum of the principal repayments 
must equal the original amount of 
the loan. If the roots of a poly- 
nomial are sought, the calculated 
roots can be resubstituted in the 
polynomial to see whether a zero 
total is obtained. Whenever pos 
sible, independent check calculations 
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should be incorporated in the ma- 
chine instructions. The origination 
of adequate checking processes is 
often a problem requiring a high 
order of ingenuity and skill, and 
once again confirms the policy of 
employing high-caliber personnel to 
direct the data processing effort. 

A second type of reliability check 
is through the use of trial calcula- 
tions. These are devised beforehand, 
and the expected answers have been 
determined through careful analy- 
sis. The trial calculations are fed 
through the machine at periodic in- 
tervals, to see whether the machine 
output properly records the known 
answers. 

The organization of trial calcula- 
tions, in the extreme, is a science in 
itself. The objective during the cal- 
culation is to explore every nook and 
cranny of the machine, to put every 
component to work at least once, to 
determine whether any malfunction- 
ing parts are present. Also, if pos- 
si' le, the trial calculation should 
indicate where trouble exists in a 
misperforming machine. Every ma- 
chine manufacturer automatically 
devises trial calculations, with which 
they can quickly explore the ade- 
quacy of their machine's perform- 
ance at any time. 

Another, more simple trial cal- 
culation is to merely have the ma- 
chine repeat a typical calculation of 
known accuracy which was worked 
out earlier. \When instructions to a 
machine are changed frequently, it 
is conventional to alwavs start cach 
run with a trial calculation of this 
character. 

Finally, there is one other way to 
achieve reliability in data processing. 
Do it twice! And preferably on dif- 
ferent machines. By comparing the 
results, step by step. of two inde- 
pendent calculations, the occurrence 
of random malfunctioning will be 
spotted almost every time by the dis- 
agreement of the two streams of 
data. Clearly, if two different ma- 
chines are used for the two streams, 
the possibility of an undetected error 
creeping through is nil. 

Some manufacturers use exactly 
this technique to insure accuracy. 
Two essentially separate computers 
are constructed side by side, housed 
in a single cabinet, and the results 
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Mechanized Procetsing—Continued 


of the two are compared after each 
operation. It is interesting to note 
that aircraft manufacturers resort to 
an analogous solution to the problem 
of control system reliability in com- 
plicated aircraft. Since control sys- 
tem failure is fatal, dual systems are 
installed; if one breaks down, the 
second automatically goes to work. 

It has thus been shown that many 
and varied techniques are available 
to insure reliability in automatic data 
processing machinery. In the hands 
of reliable and skilled specialists, 
these techniques will afford results 
of higher reliability than those ob- 
tained by hand calculation. The 
machines are untiring, and by virtue 
of their own “stupidity” can never 
violate the orders given them. 

One final point. In estimating the 
cost and time of any machine pro- 
cedure, remember that the checking 
routines are an integral part of the 
operation. An analysis which omits 
the checking procedures is both false 
and misleading. 


{To Be Continued) 


TAX REFUND 
B ipiassipcceta THOUSAND busi- 


ness concerns all over the United 
States will share in a tax refund on 
overpayments of excise taxes on 
Addressograph-Multigraph products 
purchased between July 22, 1947 
through December 31, 1950, ac- 
cording to an announcement by 
G. J. Grikshell, Addressograph- 
Multigraph’s controller. 

The claim for refund was filed by 
Addressograph-Multigraph in behalf 
of its customers. It was felt that 
the basis for figuring excise tax on 
certain business machines in the 
A-M line was too high. Before the 
corporation could make claim for 
refunds it was necessary to obtain 
consents to credit or refund from 
the 25,000 customers from whom the 
tax on each unit had been collected. 

The claim was presented at a 
series of hearings with the U. S. In- 
ternal Revenue Bureau. According 
to Mr. Grikshell the total of the 
claim, with accumulated interest, ex- 
ceeds $1,000,000. Customer refund 
checks should be released soon. 
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Meanwhile, an additional claim 
covering similar overpayments made 
on purchases of Addressograph- 
Multigraph equipment between Jan- 
uary 1, 1951 and July 31, 1952 is 
currently under consideration by the 
Government, and a refund totaling 
approximately a half million dollars 
more is expected. Prior to the re- 
vised ruling that resulted in the re- 
funds, the 10% excise tax was being 
assessed on full retail list prices of 
certain Addressograph-Multigraph 
products. Under the new ruling af- 
fecting A-M products fair market 
value for tax assessment purposes 
has been established at 60% or 65% 
of retail list selling price, depending 
upon the type of machine. On the 
60% fair market value basis, there- 
fore, a hundred dollar unit on which 
the customer originally paid a ten 
dollar excise tax would have carried 
only a six dollar tax. In such cases, 
the amount of the refund is four 
dollars plus a pro-rata amount of 
interest, from which the company, 
by agreement with its customers, is 
deducting all necessary expenses in- 
curred in effecting recovery. 
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OFFICE EQUIPMENT DIRECTORY 
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FILING CABINETS 
|. Card File 
2. Fibre Board 
. Insulated 
. Metal 
. Micro 
. Portable 
. Rotary 
. Stencil 
133. Tabulating Card 
9. Visible 
10. Wooden 


FILING SUPPLIES 
129. Cards 
11. Fasteners 
12. Folders 
13. Index Tabs 
14. Supports 


MACHINES, ACCOUNTING 
15. Adding 
6. Billing 
17. Bookkeeping 
18. Calculating 
109. Payroll 
19. Tabulating 


MACHINES, MAILING 
20. Dating Stamps 
21. Envelope Sealers 
22. Mail Openers 
23. Postal Meters 
24. Postal Scales 
118. Sorters 
106. Time Stamp 
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MACHINES, REPRODUCING 
25. Composing 


26. 
27. 
28. 
29. 
136. 
30. 
31. 


Direct Copying 
Duplicating 
Micro-filming 
Mimeograph Slip Sheet 
Typewriter, Automatic 
Typewriter, Electric 
Typewriter, Manual 


MACHINES, MISCELLANEOUS 


32. 


33. 


34. 


35. 
139. 
36. 


Addressing 
Checkwriting 

Dictating 
Intercommunication 
Paper Folding 
Stapling and Fastening 


OFFICE ACCESSORIES 


38. 
105. 


39, 


40. 
4\. 
42. 


43. 


44, 
45. 
46. 
47. 
48. 
49. 


Ash Trays & Stands 
Bulletin Boords 
Cash Boxes 
Chair Cushions 
Currency Trays 
Desk Lomps 
Desk Pads 
Desk Troys 
Drower Trays 
Moisteners 
Name Plotes 
Pen & Ink Sets 
Waste Baskets 


OFFICE FURNITURE 


50. 
51. 
52. 
53. 


134. 
54. 


55. 
108. 
56. 
37. 
89. 
58. 
59. 
60. 


Air Conditioners 
Bookcoses 

Cobinets 

Choirs 

Costumers 

Desks 

Fluorescent Lighting 
Incandescent Lighting 
Matched Suites 
Soles 

Stands, Typewriter 
Stools 

Tables 

Wardrobes 


PAPER 


119, 
120. 

70. 
135. 
121. 
122. 
123. 
137. 
124. 
102. 


Card Index 
Duplicotor 
Envelopes 

Lobels 

Letterhead 

Policy 

Ledger 
Photocopying 

Thin (Copy) 

Visual Policy Jackets 


Current literature and prices on any of the following products and services may be had without 
obligation, from selected manufacturers. We will also obtain any available information on items not listed. 
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SUPPLIES, GENERAL 


68. 
69. 
7\. 
72. 
73. 
75. 
76. 
77. 
81. 


Business Forms 
Duplicating Supolies 
Erasers (Specialized) 
Loose Leal Systems 
Marking Devices 
Paper Perlorators 
Pens 

Pencils 

Staple Removers 


SUPPLIES, TYPEWRITER 


83. 
85. 
86. 
87. 
88. 


Copyholders 
Justifier 

Line Indicator 
Pads 

Ribbons & Carbons 


TELEPHONE ACCESSORIES 


90. 
91. 
92. 
94. 
95. 


LOSS 
140. 
97. 
63. 
98. 
112. 
107. 
138. 
128. 
125. 
141. 


Cord Cover 
Holder 
Index 
Silencer 
Stands 


PREVENTION 
Burglary Alarms 

Fire Extinguishers 

Fire Protection Service 
First Aid Kits 

Floor Polish (Non-Slip) 
Recording Door Lock 
Sofety Equipment 
Salvage Services 
Truck Alarm Systems 
Watchman's Clocks 


SERVICES 


62. 
127. 
64. 
115. 
65. 
66. 


Accounting System 
Filing Systems 
Office Planning 
Photocopying 
Record System 
Sales Incentives 


MISCELLANEOUS 


131. 
132. 
116. 
103. 
130. 
117. 
104. 

99. 
114. 
100. 
126. 
101. 


Accident Diagramming 
Advertising Blotters 
Advertising Specialties 
Birthday Cards 
Building Evaluation 
Display Material 
Greeting Cards 
Leather Goods 

Policy Wallets 
Promotional Gilts 
Endorse & Cancel Calculators 
Silencer for Dictating 
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Ten Steps in An A 


1S always a good time to try 
nd improve office operations. 
ome, having more pressing 
problems before them, wait until 
there are definite requirements for 
better efficiency. The economic prog- 
nosticators will not stick out their 
necks beyond the first quarter of 
1954—one very intelligent statement 
appeared recently in one of the finan- 
cial publications pointing out that 
our economy was moving toward a 
more normal level, and even though 
this level is to be lower than the 
artificial inflated level we have had 
in the past, the adjustments will be 
healthy adjustments, more natural 
to our operations. We are not going 
to make predictions or go into a 
field of forecasting in which we 
doubt our qualifications; yet we 
must say that all signs bespeak of 
the advantages of “reefing the sails” 
and strengthening the office opera- 
tions. It is time to get away from 
mediocre service and set our stand- 
ards of performance at a reasonable 
level commensurate with the pay 
check. No one wishes to berate and 
condemn, but we have gone a long 
way from the fundamental truth 
that production and pay are related. 
Half a loaf is nu longer as satis- 
factory as a full loaf, especially when 
one has paid for the entire loaf. 


Productive Activities 


The big question, of course, is 
how are we going to bring about 
this consciousness of need for in- 
creased productive effort? The 


For January, 1954 


GUY FERGASON 


answer, obviously, is a long and 
complex one, but it starts with facts 

not theories. Let's get facts about 
our office operations from which im- 
provements can be developed. The 
plans which subsequently may be 
made will rest on a solid foundation. 
We don't need to speed up our op- 
erations. All we need is better appli- 


Strengthening office operations 


cation and an increase in time spent 
on production. Paper shuffling pro- 
duces no value even though it does 
tire the shuffler. The amount of 
paper shuffling in any system is con- 
trolled by management—the alloca- 
tion of time between productive and 
non-productive activities is con- 
trolled by supervision—the intensity 
of application is controlled by the 
employee. 

There are ten steps in the anal- 
ysis of office duties. No economy 


nalysis 


of operation can be made without 
first attacking the duties and work- 
ing from that point. If an employee 
is typing ten policies during a given 
period and it is determined that 
fifteen should be written, what is 
done? Does one get the bull whip 
for faster action? No! The duties 
assigned to an employee are ana 
lyzed—what is done? How is it 
done? Where is it done? How long 
is taken in doing it? Why is it 
done—what useful purpose is 
served? If we want more produc 
tion we set up the situation so that 
time otherwise spent on unnecessary 
things is diverted to other activities 


The “gimmick” is to discover 
what is unnecessary. Only manage 
ment can answer that one. If man 
agement wants details every hour on 
the hour, the system will have to be 
geared to produce details. In 
opinion, it is fairly important that 
that point he clearly made in the be 
ginning of this series. If 
ment is unwilling to give up the 
“frills” in office operations, man 
agement must be prepared to pay 
the cost of the frills. 


our 


manage 


Machine Applications 


There are machine methods avail- 
able for almost all office work. The 
manager of an insurance office re 
fused a machine application on ¢ r- 
tain clerical detail “because he had 
more confidence” in hand posted 
methods. The mind closes and re- 
fuses to accept many things it can't 


(Continued on the next page) 
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Around the Office—Continued 


understand and it criticizes what is 
not clear. 

We hold no brief for the equip- 
ment industry, nor are we self-ap- 
pointed or elected champions of their 
product and service. Unless we are 
ready and willing to plunge into the 
greater mechanization of office op- 
erations, a large segment of efficiency 
methods will be closed from 
use. Complacency can be deadly, 
even more so than ignorance. These 
are harsh words; however, their im- 
plication is a friendly invitation to 
look objectively at the office opera- 
tions—not in the light of pride of 
creation, but in the cold reality of 
what is being produced and how it 
is accomplished. 

All statistics point to the increas- 
ing growth of the office—personnel 
in the office have outstripped operat- 
ing and producing personnel in the 
factor of comparative growth in 
numbers. The office doesn’t pro- 
duce a profit. It can be so run as to 
help conserve profits by furnishing 
proper and usable and 
figures. 


statistics 


With this harangue on the atti- 
tudes of management, we make a 
lighter reference to management’s 
interest in office economies and com- 
pare it to the father whose son 
found the top of a Bikini bathing suit 
on the beach—the father admon- 
ished his son as follows, “Now 
show daddy exactly where you found 
this !”—-Now show management ex- 
actly where they can find these econ- 
omies and their little blue eyes will 
also sparkle in anticipation 


Work Distribution 


Step number one as we have al- 
ready pointed out deals with ana- 
lyzing the duties. Step number two 
deals with the analysis of work dis- 
tribution. There is no doubt in our 
mind that dissatisfaction arises when 
employees do not have a full day’s 
work. There is a feeling of unrest 
and disquietude when the employee 
knows he is not carrying his fair 
share. Conversely, when he carries 
more than his share without recog- 
nition and reward, he is discour- 
aged and discontented also. 

Step number three pertains to 
work flow analysis. Bottlenecks, 
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wasted time, and lost energy result 
from “traffic jams” in the office. 
The secret to high production and 
low cost is to remove the log jams. 
We have been in offices where every- 
one is “up to his neck” on Monday, 
and by Wednesday, he is sitting 
around “killing time.” The answer 
in most cases is flow. Sure, there 
are many problems in scheduling and 
routing paper work. If there 
weren't, every office would be per- 
fectly balanced with man-hours vs. 
work load. 

Step number four gets us into 
methods and in this step we analyze 
how things are done. If the method is 
weak, the equipment inefficient, and 
the atmosphere fogged by lack of 
definiteness, how can one expect 
anything but low production. Poor 
methods are obstacles in the paths of 
otherwise efficient persons. Sadly 





AUTHOR'S NOTE 


This is the seventh year that it has 
been my pleasure to have a column 
in this magazine. It is appropriate to 
start this year with an expression of 
appreciation to those readers who 
have so generously received these 
articles. It is my opinion that the 
articles during 1954 should be beamed 
toward the simplification of office op- 
erations. | have chosen as the theme, 
the steps to be taken in analyzing 
office work. It is my hope that these 
articles will help in improving office 
operations. My thanks to the editors 
of Best's for their excellent coopera- 
tion and for the opportunity to con- 
tinue the series, “Around the Office” 
for another year. 











enough, the attitude of the workers 
(those that remain) usually de- 
grades to the level of the physical 
aspects of their job rather than for 
them to raise the physical aspects 
up to their level of potential effi- 
ciency. We have heard employees say 
in complete disgust, “What’s the 
use; no one cares around here how 
things are done—do your best and 
forget it.” Inefficiency spreads like 
a forest fire and soon becomes the 
standard for measuring results. 
Step number five deals with a 
nebulous, but interesting aspect of 
analysis, namely objectivity. How 
to tell the difference between reason 
(excuse) and necessity. We talked 
to an office manager about the 
methods which he used in his office. 
In more than an hour’s conversation 
he recited the reasons why they 
were using their present methods. 


Not once did he say what they were 
doing and how they were doing it. 
The object of their method was 
completely lost and submerged in 
rationalizations. Detail which does 


not contribute to the control and 
management of an enterprise, unless 
it be required by a governmental 
body, should be carefully inspected 
and weighed and as a result of this 
analysis, it probably will be rejected. 


Delegation 


Step number six deals with a 
management technique, widely ac- 
claimed, but sparingly followed- 
delegation. We have never had an 
argument over the merits of delega- 
tion. Yet we observe the champions 
of delegation, continuing in their 
habits of “doing it themselves.” 
Delegation requires training of the 
person to whom tasks are delegated. 
It requires some follow-up to make 
sure that the work was satisfactorily 
done. There is no doubt but that it 
is quicker to do it “yourself” rather 
than to explain it to someone else. 
Too many companies owe their suc- 
cess to one person rather than to a 
good organization. One man rule 
defeats the principle that internal 
growth and development encourages 
more effective performance, incited 
by the hope of promotion. 

The seventh factor has to do with 
the allocation of time. There is such 
a heavy demand on management's 
time that it has become necessary to 
develop a “time budget” whereby al- 
location is made on a selective basis 
recognizing the personal interests 
of the executives. American indus- 
try is killing off its top-management, 
not by over-work, but by over-strain 
and tension. Management cannot 
participate in every civic, social and 
industrial affair and keep abreast 
with the developments of industry, 
commerce and government. Ameri- 
can industrial leaders must learn to 
say “No” and also learn when to 
Say it. 

Work simplification is the subject 
of factor number eight. There prob- 
ably has never been a time when 
work simplification studies are 
needed as they are now. A manage- 
ment consultant made a survey of 
“paper shuffling” as reported last 
Fall in the Wall Street Journal. 
We recall one statistical comparison 

(Continued on the next page) 
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which he made—his findings indi- 
cated that in banking and insurance, 
52% of the employees were engaged 
in paper work as compared to 48% 
engaged in producing business. 
Work simplification reduces the un- 
necessary paper handling and work 
creation. 

In the ninth factor of analysis, we 
deal with training. Training has 
two aspects—(1) training raises the 
efficiency level by a better under- 
standing of methods, and (2) it af- 
fects the employees’ attitude by 
properly introducing them to the 
right methods, giving them the 
“why” of office procedures. Train- 
ing is a part of indoctrination. 
Training is also directed at teaching 
new employees better ways of doing 
things ; it also is directed at building 
up employees for promotion. 

In the last and tenth step super 
vision comes up for discussion. In 
the industrial formula, men, meth- 
ods, and machines—management be 
comes the cohesive force which prop 
erly proportions these elements and 
directs them to fulfilling the organ- 
ization objectives. 

There are the subjects for the 
subsequent articles in 1954—de- 
veloping the details of how to an- 
alyze office activities. Then the last 
article in December will deal with 
how to use the office analysis once 
it has been made. We hope that 
these articles will be helpful in cre 
ating an interest in survey work. 
The problems of office management 
exist—they may be buried and sub- 
merged by other management prob- 
lems In our opinion, the solution lies 
in getting the facts. This we will do. 


DANGER OF MONOTONY 


HE “savincs” made through 

“more efficient” methods may 
be more illusion than reality J. 
Douglas Elliott, supervisor of the 
customers billing department of De- 
troit Edison Company implied in an 
address at the American Manage- 
ment Association’s office manage- 
ment conference. He pointed out 
that when a time-and-motion study 
shows a clerk has to leave her desk 
six times a day to walk twenty feet 
to put an item in the file, the tend- 
ency is to put the file next to the 
desk, or limit the trips to one a day, 
or let a messenger boy do it. 
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But, Mr. Elliott declared, those 
trips to the file may be the break 
in monotony the clerk needs to make 
her job less repetitious and more in- 
teresting. Without them, she may 
waste the time saved in a longer re- 
lief period, day-dreaming, or even in 
decreased production because of job 
fatigue. 

Making clerical jobs more rather 
than less complicated and reversing 
the trend toward assembly-line 
methods has actually reduced office 
costs at Detroit Edison. In his re- 
port on the utility’s job enlargement 
program Mr. Elliott offered evidence 
debunking the assumption that mass- 
production methods, mechanization, 
and specialization always reduce op- 
erating costs. 
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Mr. Elliott said he had compared 
customer accounting and billing costs 
of one hundred twenty-two Ameri- 
can electric utilities, including firms 
with punched-card billing systems, 
with less specialized key-driven 
equipment, with highly specialized 
bookkeeping systems, and with “‘old- 
fashioned” unit bookkeeping sys- 
tems by which each clerk is fully 
responsible for all activities pertain- 
ing to a small group of accounts. 
Over-all cost per customer was 
higher in the punched-card compa- 
nies than in the key-driven-equip- 
ment ones and in the specialized 
bookkeeping firms than in the unit 
system ones. 

Highest costs of all were found 
in the companies using both special- 
ized bookkeeping and punched card 
billing, lowest, in companies with 


both key-driven billing equipment 
and the unit bookkeeping plan. The 
difference in cost between these two 
groups was forty per cent. 

The danger in mechanization and 
specialization lies in the resulting 
monotony of the jobs, Mr. Elliott 
pointed out. Boredom lowers mo- 
rale; increases fatigue, absences, 
grievances, and frustrations ; and re- 
duces quantity and quality of work. 
Monotonous jobs are wasteful be- 
cause they fail to utilize the average 
worker's potential capabilities. And 
in many cases overspecialization cre- 
ates duplication of operations. When 
these costs are added to the expense 
of relief periods, music, color dy- 
namics, job rotation, and other de- 
vices introduced to combat monot- 
ony, the total is large enough to 
raise the question whether so-called 
cost-cutting changes always have 
that effect. 


WHAT DO THEY THINK? 
| Oe PLOYEE opinion polls, prop- 


erly developed and conducted in 
companies with a good program of 
personnel administration, can de- 
velop effective guideposts to action, 
Robert D. Gray, director of the 
Industrial Relations Section of the 
California Institute of Technology, 
states. 

Citing the widespread use of these 
opinion polls among employees, Mr. 
Gray warns that no company should 
undertake a poll until it is reason- 
ably sure that it is doing a geod 
job of personnel administration; no 
poll should be designed to put the 
finger on any individual, either with 
in management or among the em 
ployees ; polls of employees’ opinions 
may help audit or check super 
visory performance. 

It is Mr. Gray’s opinion that the 
value of employee opinion polls is 
cumulative and surveys should be 
repeated, though not too often. In 
all cases, he said, the results of the 
survey should be given the em- 
ployees who participated in it, either 
through the company’s publication, 
a mimeographed summary or a full 
report. The company can make 
effective use of the findings, both 
by comparing their results with 
similar opinions outside the com- 
pany and by comparing the results 
from department to department. 
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BUYERS’ INSURANCE CONFERENCE 


ROFESSIONAL buyers of 

insurance examined many of 

the facets of their responsibili- 
ties at the Insurance Conference of 
the American Management Associa- 
tion held in Chicago recently. The 
lack of understanding by under- 
writers of the specific problems of 
their insureds was cited as the most 
serious weakness of the insurance 
business today by Herbert T. Blood, 
manager of insurance of Sylvania 
Electric Products, Inc., “Too often 
the insuring companies understand 
too little about the specific problems 
and their importance to the industry 
requesting the insurance. In many 
instances underwriters have little 
first hand knowledge of their own 
about the business world outside 
their insurance office. The only 
solution is close liaison and sincere 
and forthright communication be- 
tween buyer and underwriter,” he 
said. Competition that does not 
deviate from good ethics can stimu- 
late imagination in solving the 
buver’s insurance problem; and 
bring the buyer up to date on his 
own organization’s procedures and 
changes in the insurance industry, 
Mr. Blood continued. However, he 
warned, competitive bidding may 
not be a solution to all the buyer’s 
problems and even may be the be- 
ginning of still more serious ones. 
In coverage involving large values, 
or high limits, and certainly in cases 
involving tailor-made insurance, the 
limitations of the market may make 
competitive bidding an obstacle to 
fulfillment of the buyer’s needs. 


The Heart of the Job 


“The insurance manager buys for 
his companv not only insurance pro- 
tection hut also engineering, inspec- 
tion, and legal services through 
which he can make important con- 
tributions in the field of loss pre- 
vention. And, by the wav in which 
he handles claims, he can have a 
strone influence on company public 
relations,” noted Fdward M. Weg- 
man, manager of the insurance and 
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real estate department of the Arm- 
strong Cork Company. Protection 
of company assets is the heart of 
the insurance manager’s job and 
should always be his first considera- 
tion. He pointed out, “If an unin- 
sured loss occurs, there is little 
consolation in the knowledge that 
we may have saved the premiums 
which the insurance would have 
cost us.” Mr. Wegman stressed the 
importance of continuity in the in- 
surance manager-carrier relation- 
ship. A certain length of time is 
necessary before any carrier can 
learn the peculiarities of the com- 
pany’s risks. And “we cannot ex- 
pect an insurance carrier to devote 
his best efforts to servicing our risk 
if he feels that he will lose the ac- 
count next year.” Having made a 
selection, the insurance manager 
must be prepared to pay the carrier 
sufficient premium to cover normal 
losses, the cost of its service adminis- 
tration, and a reasonable profit. In 
loss adjustment he should not be a 
“sharpie,” but should seek reim- 
bursement for the actual loss—no 
more, no less. “If we are to build 
sound long-term relationships with 
our insurance carriers, they must be 
based on mutual confidence and re- 
spect.” 

To keep up with what is going on 
in the insurance field, V. S. Bren- 
nan, insurance manager of the 
United Gas Corporation, suggested 
professional and trade associations, 
insurance publications, hooks, maga- 
zines, journals, and services. Study 
losses suffered hy other companies, 
he recommended ; get all possible in- 
formation on claims facing others in 
the same kind of business so that 
you can analyze vour own coverage, 
recoenize overlooked risks, and plug 
loopholes in coverage, and, he urged, 
maintain a close personal contact 
with insurance agents, brokers, and 
insurance companv representatives. 

A comnanv’s ability to assume the 
risk of a loss is the onlv reallv basic 
guide in determining what and how 
to insure, according to William H. 
Ellsworth, assistant general counsel, 


law, insurance and tax department, 
Ceco Steel Products Corporation, 
who participated in a panel discus- 
sion on what and how to insure. 
‘Beware of the foot-in-door bid 
which is too low to give the carrier 
a modest profit” he warned. “If the 
bid is too good to be true, pass it 
up, because within a short time the 
carrier, having taken you from your 
prior connection, will come crying 
for an increase on the ground that 
it is losing money.” Ceco does not 
undertake the adjustment of auto- 
mobile, workmen’s compensation, 
and third party bodily injury losses, 
Mr. Ellsworth noted. “The company 
is engaged in subcontracting and in 
trucking in almost every state. We 
haven't the trained personnel nor 
the geographical spread to adjust 
claims arising from all our activities. 
We definitely need the expert serv- 
ices of an insurance carrier to per- 
form these services for us. Further, 
we believe that employee relations 
are better if a compensation carrier, 
rather than the employer, adjusts 
the claims of employees.” 


Loss Prevention 


Another participant of the panel, 
Casimir Z. Greenley, manager of the 
insurance and loss prevention de- 
partment of Montgomery Ward and 
Company, Inc., advised careful con- 
sideration to several special factors. 
Risks should not be assumed unless 
a real effort will be made to prevent 
losses. Assumption of risks may be 
inadvisable if adjustment of losses 
has to take place over a wide geo- 
graphical area. If the company is 
not staffed to provide skilled inspec- 
tion services of a technical nature, 
the cost of purchasing such service 
might overbalance any savings from 
risk assumption, 

“When you find a risk that re- 
quires insurance, place it promptly” 
L. H. Wiggers, manager of insur- 
ance and real estate, Procter and 
Gamble Company, summed up. 
“There are too many tragic exam- 
ples of what may happen when 
prompt decisions are not reached.” 
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A DIGEST OF SUCCESSFUL SELLING IDEAS 


Make Every Minute Pay 


THEY CALLED HIM IN from the far 
West to Philadelphia, It was a gala 
occasion. | attended. This man was 
being honored as the top salesman 
of his firm, of his industry, of the 
nation. He was “/t.” 

Naturally, everyone wanted to 
know why, and how he did it, so 
that he could go and do likewise. So 


“Now, you may be wondering 
how a man can sell from early morn 
ing till late at night. Ill tell you. 
When he isn’t with his prospects 
face to face, he can at least be with 
them mentally. He can think about 
them, about what he will say to them 
when the conventional time to be 
with prospects returns each day.” 

He made another point I consider 
very important. 
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we all waited for the master’s secret. 
I don’t know how the others felt, 
disappointed probably, but I for one 
hailed what he told us as one of the 
most profitable lessons any salesman 
can learn. 

The lesson was: 
minute pay off! 

“Life’s too short, the days are too 
short to waste a minute, yes, a single 
minute,” he told us. 

“From the minute I get up in the 
morning till I go to bed at night, I 
am selling, selling, selling. 


Make every 
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It is to do each day the things a 
salesman knows he ought to do. 

“Some of my friends call me an 
eager beaver, and nothing they could 
accuse me of would please me 
more,” he confessed. “They say that 
I am always on the go, never willing 
to postpone simple things for more 
interesting ones. And it is true. 

“T lived in Mexico for three years 
when I was just getting started. I 
like the Mexican people very much. 
I owe a lot to them, They like to 
postpone, think over, wait, and do 


things later. | learned from them to 
do just the opposite !”’ 

| went away from that meeting 
tremendously inspired. Here was a 
man who admitted he had just or- 
dinary ability and perhaps very little 
aptitude for selling carrying off the 
palm. And why? Because he hit 
upon the one idea that will make any 
salesman a greater salesman—Make 
every minute of every day pay off! 


Nervy Salesmen 


A CHARMING, ESTIMABLE WOMAN, 
not usually given to show of temper, 
was wrought up when she called at 
my Office, and I asked her why. 

“If only salesmen realized that if 
they have too much nerve they do 
themselves more harm than good!” 
said she, and as her explanation was 
cryptic, I asked her to explain. 

Which she did: Wishing to have 
her kitchen remodelled she tele 
phoned several concerns in the busi 
ness. All sent salesmen. The one 
salesman who impressed her most 
was a charming, handsome, likable, 
suave youngster with “everything.” 

“IT made up my mind to give him 
the order, and told my husband 
about it,” said she. “He completely 
sold himself on the first call.” 

“And unsold himself on 
second—is that it?” 

“That's it. But who told you?” 

“Nobody, except it’s often done. 
Tell me how he managed it.” 

The second time the salesman 
called, said she, he “took over.” 
Without asking permission, he ran- 
sacked her kitchen, went down into 
the basement to complete his investi- 
gation, and took liberties he had no 
right to take. So he lost a $2,500 
order. 

Because he had too much nerve! 

A good many salesmen, without 
their knowing it, lose business for 

(Continued on the next page) 
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Can your client continue his BUSINESS 
after an INTERRUPTION? 


You've sold him fire insurance, the life insurance for his business. Have 
you reminded him about business interruption insurance, the accident 
policy for his firm which insures the income so necessary to provide 
funds for taxes, salaries, mortgages, and other constant expenses? Only 
a small percentage of business concerns carry this coverage—here's a 
fertile field for increasing your income. 
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Selling Parade—Continued 


the same reason. Now and then | 
think it’s a good idea for all of us 
who depend upon pleasing others 
with our personalities and actions 


to inquire if we are pleasing—or not. 


He Knew How to Read 


THE SALESMAN, after working up a 
complete presentation called on his 
prospect. He had it down in black 
and white, which was good selling 
in a matter involving such accuracy. 

“T will be glad to read it,” said the 
prospect, reaching out his hand. 

“I will read it for you,” said the 
salesman, and he did. 

He read badly. He _ mispro- 
nounced words. Those he didn’t mis- 
pronounce he mouthed. He now 
and then lost his place. He lost 
more than his place: he first lost his 
prospect’s interest and then the 
business, 

“T told him twice,” the one-time 
prospect said to me, “that I could 
read. But evidently he didn’t believe 
me. He went right on reading—and 
not selling.” 

The plain fact is that most people 
are eye-minded, not ear-minded, and 
if you have something for them to 
see or read you get along much far- 
ther letting them use their eyes, 
rather than their ears. You know 
the figures, don’t you? We get 80% 
of our impressions through the eyes, 
only 13% through the ears. Enough 
said, 


What They All Want 


to Know 


THE YOUNG GIRL quickly became the 
most successful sales person in her 
department. Older men and women, 
proud of their ten, twenty, forty 
years of selling experience put her 
down as “lucky.” 

I knew better. I talked to her, 
asked her to reveal her system. 

“Oh, it’s no system,” said she. 
“It’s just one idea.” 

“So much the better. What idea?” 

“T asked myself, whenever I talk 
to a customer, what my product will 
do for her. That’s what they all 
want to know. Tell them and they 
buy!” 
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SELLING TIPS 


from the HOME 


NOT IMMUNE 


I-XPERIENCE SUGGESTS that many 
agents have a fertile field of com- 
mission income right in their own 
back yards—religious, benevolent, 
trade and youth organizations and 
other non-profit groups, all of which 
are good prospects for insurance 
against dishonesty. Most of these 
groups probably have never been 
approached on the subject. 

There are no doubt quite a few 
officials of non-profit organizations 
who believe “it just couldn’t hap- 
pen” within their ranks. But it can 
and does happen. Non-profit organ 
izations are not immune to dishon- 
esty on the part of their officers, em- 
ployees or members. Agents should 
point out this proven fact to insti- 
tutions, clubs, etc., which fall into 
the non-profit category. It should be 
borne in mind that when a _ loss 
occurs and there is no reimburse- 
ment, the blame is often placed on 
those who were in a position to 
recommend proper insurance pro 
tection but failed to do so—partic 
ularly the agent who handles the in 
surance programs of the organiza- 
tion and its individual members. 


The Hartford Agent 


HOW MANY CHURCHES 


How MANY CHURCHES do you have 
on your books? Not a long list, is 
it? How much time would it take 
to visit each of them? Why not 
show those churches that you have 
an interest in giving service as well 
as writing protection, by arranging 
fire inspections. If you do not feel 
qualified to make the inspection 
vourself, it’s easy enough to arrange 
for a local fireman, fire marshal or 
building inspector to do it. Start the 
hall rolling as a community service. 

American Arrow, 


American Casualty Co 
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HELP WANTED! 


WHEN business concerns advertise 
for salesmen or collectors with cars 
it may not be the only type of “help” 
that they will need. 

It is well established that em- 
ployers are responsible for acts of 
their employees when such acts are 
in the service of the employer. The 
fact that the employee happens to be 
driving his own automobile at the 
time does not alter this responsibility. 

There have been cases where an 
employee, on 


company business, 


INCOME PROTECTION 


The small businessman, as a rule, 
is the man who needs income pro- 
tection more than any other, for a 
multitude of reasons. 

The main reason is that his business 
in many cases is, on the management 
level, largely a one-man operation 
which revolves around the proprietor 
himself. In his role of owner, this 
businessman also acts as merchandise 
manager, buyer, treasurer and, often- 
times, salesman for the firm. Should 
illness or injury overtake him, the lost 
time from business could mean lost 
profits—unless he has the protection 
of an accident and sickness insurance 
policy. Robert W. Pope 


in The Employers’ Pioneer 


makes a side trip for personal or 
pleasure purposes and where the em- 
ployer has been held responsible. 
This may not seem just, but juries 
are prone to stretch points to aid the 
injured. Furthermore, employees 
are likely to cover up the fact that 
they were on a pleasure jaunt. De- 
fense and_ investigation 
alone can be sizeable. 

In addition, there have been cases 
of the so-called independent contrac- 
tor type in which business concerns 
have been held responsible where the 
car was not owned by them and the 
driver was not their employee. 

A simple employers’ non-owner- 
ship endorsement to the basic auto- 


expenses 


OFFICE 


mobile policy is available and the 
comprehensive type of automobile 
policy also affords this coverage. 
When the exposure is properly ex 
plained, the additional premium is 
no obstacle to the sale. 
Consult your local want advertise 
ments for a prospect list. 
—Ohio Casualty Co 


PENNY-WISE 


THE GREATEST untapped 
reservoirs for business interruption 
insurance is the small 
which are found in every commu 
nity. Most of them are without busi 
ness interruption insurance. Why? 
Usually because local agents over 
look the small businesses. No one 
has bothered to solicit them. 
Although large businesses develop 
more enticing premiums than small 
businesses, remember that the com 
petition for the big premiums is 
keener. Try soliciting the 
smaller concerns. 
Cravens, Dargan & Company 


Pointers 


ONE OF 


businesses 


from 


“Review.” 


WINDOW DISPLAY 


W HAT WAS THE MOST SPECTACULAR, 
costly fire in your town in, say, the 
last five or ten years? Its occur 
rence shouldn’t go back farther than 
a decade because you will wish to be 
certain that a high percentage of 
people remember it. 

Build your display (to be in your 
window or on your counter for sixty 
days) around that fire. To do so, 
visit the “morgue” of your local 
newspaper, and look over photo 
graphs of the fire. Select the most 
dramatic, interest-provoking shot. 

Use this picture as the center 
piece of your display. Have it 
“blown up” on heavy board to as 
large a size as will be compatible 
with the space you have available. 
Leave room for your headline copy. 


The North American Fieldman 
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The Interest Policy—from page 41 


“A contract for insurance is no 
different than any other contract. 
The insurance company is entitled 
to have its contract enforced by the 
courts as written.” 4 

Were we able to accept these two 
statements we could answer the 
question—that they who know the 
law of contract also know the law 
of the insurance contract. But un- 


3 Drelling vs. New York Life Ins. Co., 
34 N.Y. 234 at 241, 137 N.E. 314 


fortunately that is not so. Many 
judges pay lip service to these prop- 
ositions of fundamental law but 
where there is any doubt or ambi- 
guity claimed to exist in the contract 
—although the contract be actually 
prepared by the insured’s represent- 
atives and its use compulsory—it is 
resolved against the company. When 
the 1886 policy was the contract in 
use such a strict rule of construction 
was probably proper as it was ac- 
tually a “contract of adhesion,” but 
today neither the insured nor the 





GENERAL 
ACCIDENT 
Fire and Life ‘Potomac 
ASSURANCE 


Insurance 
CORPORATION 


Lid Comp any 
oF THE 
DISTRICT OF 
COLUMBIA 
CMARTERE® 


% 





THE 


Gos. 1069 


GONE ARE 
THE DAYS 


when a drawer full of policies 
was proof of complete insur- 
ance. Simplicity and broad cov- 
erage under a few policy forms 
are now the rule. The flexibility 
found in multiple-line under- 
writing helps to meet the needs 


of today’s insurance buyer. 
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insurer has a freedom of choice 
either in the basic contract or in the 
forms. 

The attitude of the courts is better 
summarized in a statement of Judge 
Burch of the Kansas Supreme 
Court, who said: 


“The subject therefore is sui generis 
and the rules of a legal system de- 
vised to govern the ordinary con- 
tract between man and man cannot 
be mechanically applied to it (a con- 
tract of insurance).”’ 4 

Whatever appears in their opin- 
ions, the majority of courts bring 
Judge Burch’s philosophy to insur- 
ance cases. Some day these courts 
may realize that there is no fine 
print left in fire insurance policies 
and that, as Professor J. Edward 
Hedges has said: 


“A substantial portion of the ener- 
gies of the insurance business are 
directed toward the conduct of the 
business in such a way as to make 
sure that major hazards of individ- 
uals are insured and when losses 
occur that they are paid promptly 
and in full.”5 


A Broadening Base 


Some of us in the business itself 
may say that this is being done with 
a lavish hand. Automatic reinstate- 
ment, inherent explosion and _lia- 
bility for fire caused by riot are 
illustrative of the broadening base 
of responsibility. 

Before telling about the few de- 
cisions touching the question of the 
evaluation of limited interests I 
want to dwell briefly upon the first 
six lines of the standard fire insur- 
ance contract. 

The first six lines of the policy set 
forth the only conditions which 
render the policy void. A_ wilful 
concealment or misrepresentation of 
a material fact or circumstance con- 
cerning the insurance or the subject 
thereof or the interest of the insured 
therein, or any fraud or false swear- 
ing by the insured relating thereto, 
render the policy void. The word 
“wilful” was inserted in the 1943 
policy. The concealment or mis- 


4 Pflester vs. Missouri State Life Ins 
Co., 85 Kans. 97, 116 Pac. 245 (1911). 

5Law and Contemporary Problems, 
School of Law, Duke University, Vol. 15, 
No. 3, Summer 1950. 
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representation had to be wilful by 
court decision under the 1918 policy. 
Nearly all states have statutes of 
one form or another directly or in- 
directly bearing upon this condition. 
The first troublesome question is 
whether this provision is self-exe- 
cuting. If it is not, and the prevail- 
ing American doctrine seems to re- 
lieve the insured of any duty to 
disclose facts that he honestly does 
not deem material, then a duty is 
cast upon the insurer to inquire as 
to all circumstances which in its 
opinion would affect the moral haz- 
ard. 


The Test of Fraud 


The test of materiality in cases 
of concealment is that of materiality 
to the acceptance of the risk. The 
test of fraudulent concealment is 
whether or not the insured actually 
believed the fact to be material. Mr. 
Landis says that “concealment as a 
defense has not been sufficiently 
litigated to have resulted in a pre- 
cise formulation of the test of 
fraud.” He also thinks that the 
clause adds nothing to the common 
law rule of concealment and should 
be omitted from any future policy 
as needless verbiage. He is by no 
means alone in that opinion. 

“The Doctrine of Concealment: 
A Remnant in the Law of Insur- 
ance,” appearing in the publication 
of Duke University in the summer 
of 1950, Professor Bertram Hart- 
nett does a scholarly job on the 
doctrine of concealment. He con- 
cludes his paper by saying: 


“The doctrine of concealment must 
be excised from the law of insur- 
ance. * * * The retention of an 
empty doctrine is productive only 
of confusion and injustice. The law 
does not thrive on fictions or arti- 
ficial rules, nor does it grow on a 
multitude of unused phrases of art. 
The law must be as simple and 
straightforward as possible, reflect- 
ing the precepts of the society that it 
serves,” 

Passing from this part of the 
policy to lines 28 through 35 I want 
to call attention to the Ampersand 
case,® decided by the Court of Ap- 


6 Ampersand Hotel Company vs. Home 
Ins. Co., 198 N.Y. 495, 91 N.E. 1100. 
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peals of New York, on what con- 
stitutes an increase of hazard. An 
increase of hazard by any means 
within the control or knowledge of 
the insured is one of the two con- 
ditions left in the 1943 policy sus- 
pending insurance. The Court of 
Appeals of New York held that the 
operation of this clause was re- 
stricted to physical changes in 
either the use or occupancy of the 
property and that foreclosure of a 
mortgage, giving of a chattel mort- 


gage, violation of the relation of the 
unconditional and sole ownership, 
or any of the other moral hazard 
clauses which did not also involve 
a physical change could not be clas 
sified as an increase of hazard sus 
pending the policy. 

There the insured had insurance 
and was attempting to get someone 
to burn the property when a fire 
occurred. The writer of a note in 
42 Columbia Law Review at page 


(Continued on the next page) 
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1231 thought that the Ampersand 
case should not control under the 
new policy but that the courts would 
probably continue to follow it. Opti 
mistically at page 1233 of the note 
he also said: 

“Having a fairer policy form to 
deal with, courts and juries may be 
less inclined to indulge in their time- 
honored practice of resolving all 
doubts against the insurer.” 

Such has not been the trend in the 
decided involving the 
policy. 


cases new 


Appraisal Provisions 


There is a case passing expressly 
upon the appraisal provisions found 
in the 1943 policy at lines 123 
through 140 worthy of comment. 
It is Saba vs. Homeland Insurance 
Company of America, decided by 
the Supreme Court of Ohio April 
22, 1953.7 It holds that the policy 
provision for appraisal is not an in- 
volved one and that the words are 
simple and the meaning clear. The 
court said: 
“Appraisers are to be 
the demand of either party. In none 
of the policies is there the slightest 
intimation that the selection is to be 
made on the demand of the insurer 


selected on 
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and not on the demand of the in- 
sured. If this were the import of 
the provision, there could be no ex 
cuse for the use of the word either 
“This view is sustained by the suc 
ceeding word each. There is no 
suggestion that the insured alone 
shall select an appraiser on 
mand,” 

The case is in conflict with Grats 
vs. Insurance Company of North 
America® although this case is not 
mentioned in the opinion. The ex- 
istence of the Saba opinion must 
have consideration in the supervi- 
sion of losses in Ohio. 

Fox vs. Employers Fire Insur- 
ance Company ® also deals with ap- 
praisal under the Massachusetts 
policy. The policy being different 
and the case being without universal 
appeal I simply call it to attention 
for further study by those who are 
interested. 

Then there is the case of Pavano 
vs. Western National Insurance 
Company decided by the Connecti- 
cut Supreme Court of Errors on 
April 21, 1953.!° This court ap- 
proved of a loss payee maintaining 
an action against the company in his 
own name under the theory that al- 
though the contract of insurance was 
between the named insured and the 
insurer and the plaintiff was not a 


de- 


8127 Atl. 620 
9113 N.E. 2d 63. 
107 Fire & Casualty Cases 1185 
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party thereto it was clearly the in- 
tention of the parties that the con- 
tract should be for the benefit of the 
plaintiff, a creditor of the insured. 
This is ridiculous. Fortunately the 
court did affirm the doctrine that a 
loss payee has no greater rights than 
the named insured and that any de 
fenses good aginst the insured were 
good against the loss payee. There- 
fore the only troublesome part of 
the case is the possibility that a com- 
pany may be subjected to two law 
suits for one loss. 


Insurable Interest 


May I now review briefly the 
recent consideration by the courts 
of the words “nor in any event for 
more than the interest of the in- 
sured,” 


It has always been said that an 
insurable interest was necessary to 
support a policy of insurance and 
unless such an interest existed at 
the time of the taking out of the 
policy and at the time of the loss the 
contract was a gambling contract 
and against public policy. 

By far the best article on “‘insur- 

able interest” is found in 48 Co- 
lumbia Law Review at page 1162. 
It is the work of Professor Bertram 
Hartnett in collaboration with John 
V. Thornton. The subject of the 
article is “Insurable Interest in 
Property: A Socio-Economic Re- 
evaluation of a Legal Concept.” 
Even with its formidable title | 
have read it many times. In it the 
authors say: 
“Seldom have the courts examined 
the entire picture in terms of mean- 
ingful underlying policies, and the 
myopic views of older cases, canon- 
ized by precedence, often reflect 
themselves too brightly in later 
years to the detriment of sound 
modern analysis.” 


It is this adherence to the written 
word, this devotion to “stare de- 
cisis’” which causes me to be appre- 
hensive of a realization of the full 
opportunities of the new policy. Or 
it may be that I am “too close to the 
forest.” I suggest a reading of this 
article and I refer only to what to 
me is the heart of it. These authors 
feel after an examination of the de- 
that the insurable interest 
concept possesses four main heads. 


cisions 
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They say that the first and broadest 
heading embraces property rights, 
whether legal or equitable. The 
second includes those types of in 
terests which are reflected in con 
tract rights. The third is the possi 
Inlity of legal liability as a result of 
the insured event. And the fourth 
is said to be the controversial resi- 
duum category of factual expecta- 
tion of damage. If this residuum 
category embraces an expectation of 
benefit from the continued existence 
of the property, and I believe it 
does, then I am in accord with the 
classification and | suggest that it is 
rather all-embracive. 

An insurable interest in property 
is an ethereal thing, difficult of as- 
certainment and frequently difficult 
even of recognition. It is 
more difficult to evaluate. None of 
the decided while the 1918 
policy with its requirement of sole 
and unconditional ownership was 
in existence is helpful and in my 
opinion this point is often missed 
by the writers on this subject. Ac- 
tually, because of the myopic con- 
dition of the courts to which I have 
heretofore referred they may prove 
harmful. It is my belief that the 
interest provision in the policy 
should permit the development of 
the traditional concept of insurance 
as a contract of indemnity. The 
effort should be to determine the 
impairment of the insurable interest 
through the occurrence of the in- 
sured event, for the impairment ac- 
tually is the measure of recovery. 
There is no generality applicable to 
the determination of the impairment 
of an insurable interest and careful 
consideration is required in each 
loss. 

The enactment of an interest 
policy by the legislature of a state 
suggested a necessity for the repeal 
or drastic amendment of any valued 
policy law. Where the interest was 
that of sole and unconditional own- 
ership I would have no strenuous 
resistance to the application of the 
valued policy law but it could not 
possibly have any pertinency to a 
situation where the interest was less 
than entire. Just to prove how 
wrong I am, however, the Kansas 
City Court of Appeals ™ held that 


much 


cases 


11 Michigan Fire & Marine Ins. Co. vs. 


Magee, 218 S.W. 2d 151, 6 F&C 817. 
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the owner of a one-third interest in 
real property for life was entitled to 
recover the damage to the building, 
saying : 


“The interest of Julia E. Magee, in- 
dividually, when the fire occurred, 
was the same as on the date of the 
policy. That interest insured 
in the maximum amount of $5,000. 
She had in the meantime alienated 
no part of it, nor had it been dim- 
inished in any respect. She makes 
no claim, individually, to.any status 
or interest created or arising after 
the insurance contract was made. 
Therefore, when the whole of her 
interest so insured was destroyed 
by fire, she was entitled under the 
statute to the face of the policy, 
with interest, no depreciation being 
shown. This is true regardless of 
the actual market value of her in- 
terest in the building on the date of 
its total destruction.” 

Fortunately for my sanity an 
Ohio Court of Appeals '* has held 
that the valued policy law could not 
apply to a partial interest in real 
estate. 


was 


A Very Few Cases 


There are only a very few cases 
which have been decided since 1943 
which involve the interest provision 
of the policy. 


12 Summer vs. Stark County Mutual, 63 
O. App. 369, 26 N.E. 2d 1021, 2 CCH 295. 


Michigan has held that the vendor 
and the vendee, respectively, in a 
land contract have separate and dis 
tinct insurable that 
the insurance of one was not con 
tributing with the insurance of the 
other.8 

The Supreme Court 
has held that one whose only right 
of purchase is under an oral con 
tract unenforceable against the 
buyer or the seller * * * ought not 
to be allowed to recover on an in 


interests and 


Tennessee 


which oc 
curred during the existence of that 
status between the parties.’ 

The United States District Court 
for the District of New Jersey said 
that a mortgagee’s interest was the 


surance policy for a fire 


insurable 
interest in the property at the time 
of the fire and that the advance of 
additional funds to the mortgagor 
after the fire did not 


actual cash value of its 


retroactively 
increase the value of the insured’s 
insurable interest in the 
at the time of the fire.!® 
In Ingold vs. Phoenix Assurance 
Company, Ltd. it was determined 
that the lessee’s interest in property 


property 


~ 


183 McCoy vs Ins. Co., 7 


F&( 


Continental 
Cases 35 


14 Cherokee Foundries, Inc. v 
Assnce. Co., 6 F&C Cases 904 


Imperial 


1S Kirst Federal Savings & Loan Assn 
of Westfield vs. American Equitable 
Assnee. Co. of N.Y., 6 F&C Cases 1108. 
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jointly insured by the lessor and 
iessee was the value of the use of 
the building during the unexpired 
term of the lease.'® 

Oklahoma has affirmed the doc- 
trine that contractors and builders 
have an insurable interest in the 
building for the construction of 
which they furnish labor, skill and 
material.!7 


The Supreme Court of New 
Jersey in an able opinion written by 
the Chief Justice, both a good 
lawyer and a former insurance ex- 
ecutive, said: 


“Our decision, it should be noted, 
does not operate to work a forfei- 
ture of the policy. Prior to 1944 
the standard fire insurance policy in 
this state contained a provision that 
the policy would be void if the in- 
terest of the insured were other than 
sole and unconditional ownership. 
The present standard fire insurance 
policy * * * contains no such pro- 
vision. A mortgagee, pledgee or 
other person having merely a se- 
curity interest or having less than 
complete ownership in the property 
may now safely take out a fire in- 
surance policy in his own name cov- 
ering the property in which he has 
an interest without his claim on the 
policy being defeated by the ex- 
istence of other interests in the in- 
sured property.'® 

16 Ingold vs. Phoenix Assnce. Co., Ltd., 
6 F&C Cases 927. 

17 Homestead Fire Ins. Co. vs. DeWitt, 
7 F&C Cases 838. 

18 Flint Frozen Foods, Inc. vs. Fire- 
men’s Ins. Co. of Newark, N.J., 7 F&C 
Cases 772, 


In Arkansas a United States Dis- 
trict Court seems to have held that 
a tenant by the entirety is entitled 
to recover only one-half of the loss 
but because of the peculiar facts the 
decision is not conclusive.!® Because 
of the great similarity between ten- 
ancy by the entirety and joint ten- 
ancy I would have anticipated a 
different result. 


The Heidisch Case 


In the Heidisch case in Pennsyl- 
vania we have one of those opinions 
not too unusual in that state.2° An 
insured whose property was being 
taken from him in an eminent do- 
main proceeding was held to have 
an insurable interest and to be en- 
titled to recover the full value of 
the damage even though he was also 
entitled to be paid the full value of 
the property by reason of a consent 
decree in the condemnation action. 

Alabama has been a state almost 
prolific in insurable interest cases. 
In Miles vs. Miles** the Supreme 
Court said in a case where the hus- 
band was asking for a part of the 
insurance on the wife’s sole prop- 
erty: 


“If the insurance is taken out by 
one only on the property as sole 
owner for its full insurable value, 
who pays the premium thereon, the 
other joint owner being no party to 
the transaction in any way, whether 
19 Conley vs. Fidelity-Phenix Fire Ins. 
Co. (U.S. Dist. Ct. Western Dist. of 
Arkansas, Feb. 1952) 7 Fire and Casualty 
Cases 728. 

20 Heidisch vs. Globe & Republic Ins. 
Co. of America, 7 F&C Cases 664. 

21 Miles vs. Miles, 211 Ala. 26 (1924). 
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the insurance, in case of loss, in- 
ured to both, is not free from 
difficulty. Manifestly, the insurer in 
such case would have the right to 
avoid the policy or limit payment 
to the insurable value of the interest 
of the insured in a proper case.” 


And then in 1951 it had for de- 
cision a case in which the facts 
showed that in July, 1946 a vacant 
lot was conveyed to the plaintiff 
and his wife. The wife’s money as 
well as the plaintiff's money was 
used in paying the purchase price. 
After the lot was purchased plaintiff 
entered into a contract for the con- 
struction of a building on the lot. 
Thereafter a building was con- 
structed, the entire cost of which 
was paid by the plaintiff. On April 
27, 1948, the defendant, through its 
agent, issued the insurance policy 
on which this suit was brought. 
The agent had witnessed and no- 
tarized the original construction 
contract. The court said that plain- 
tiff had an insurabie interest in the 
building to some extent, and then 
said : 


“Certainly the preservation of the 
interest owned by the wife was es- 
sential to plaintiff’s welfare. Un- 
questionably plaintiff had a pecuni- 
ary and beneficial interest and would 
suffer a disadvantage from damage 
to the building. * * * “We are of 
the opinion that under the evidence 
in this case, plaintiff is shown to 
have had an insurable interest in 
the entire building and that the 
charges requested by defendant 
which in effect would limit his in- 
surable interest to the extent of his 


legal interest were properly re- 
fused.” 22 


The United States Court of Ap- 
peals for the Fifth Circuit said in an 
opinion rendered February 13, 
1953: 

“A lessor that sells property retain- 
ing a lien for the purchase money 
does not lose his insurable interest 
therein; neither does a lessee that 
buys it. The lessor and lessee, mort- 
gagor and mortgagee, have inde- 
pendent insurable interests. Neither 
the lessor nor mortgagee may cancel 
the lessee’s or mortgagor’s insurance 

22/North British and Mercantile Ins. 
Co., Ltd. vs. Sciandra (Ala. Supreme Ct. 
1951) 7 F&C Cases 671. 
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contract without the latter’s con- 
sent.” 23 

While this opinion was written ap- 
plicable to the conditions of a policy 
issued in 1942, the policy involved 
was a special form prepared by the 
Defense Plant Corporation and con- 
tained a provision that the policy 
should not be invalidated “until 
complete transfer of insurable in- 
terest has been made” so what the 
court said there has unusual per- 
tinency. 

What does it all prove? Are 
Hartnett and Thornton right when 
they say that “the term insurable 
interest is manifestly a misnomer ; 
that the proper term is insurable 
relationship”? Is factual expecta- 
tion of damage the proper test of an 
insurable interest ? 

There is one thing I believe. To 
cling to strict property delineations 
in fear of the process of drawing 
the line between a general factual 
expectation of damage and a wager 
is not worthy of the men who run 
the insurance business. Their wis- 
dom and judgment are equal to the 
task, however difficult, of drawing 
a just line, and a just line, even 
drawn with difficulty, exceeds in 
value an easily produced line which 
works disproportionate injustice. 


23 Southwestern Graphite Co., Appel 
lants vs. Fidelity and Guaranty Ins. Co 
7 F&C 1074, 201 F. 2d 553 
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AGENTS SEEK TAX 
CHANGE 


REQUEST TO AMEND the present 

Federal income tax laws to per- 
mit insurance agents on an optional 
basis to report commissions for tax 
purposes as they become earned 
over the term of the policy has been 
made by the National Association of 
Insurance Agents. The request was 
submitted to Representative Daniel 
Reed (R.-N. Y.), chairman of the 
House Ways and Means Committee 
and Dr. Colin F. Stam, chief of staff 
of the Joint Committee on Internal 
Revenue Taxation in accordance 
with a resolution passed at the as- 
sociation’s last annual convention. 
The N.A.I.A. points out that in- 
equities arise especially when an 
agent writes policies for one or more 
large risks on a term basis. 
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NAIC MEETING 


NIFORM ACCOUNTING was one 
U3: the hottest subjects at the 
mid-winter meeting of the National 
Association of Insurance Commis- 
sioners held in Miami Beach in De- 
cember. In a letter to his fellow 
members of the Association, Com- 
missioner Lange of Wisconsin had 
taken the stand that state regulaton 
itself might be imperiled if the uni- 
form accounting program was not 
carried through. He felt it would 
be weakened because of the lack of 
comparable expense figures in rate 
regulatory decisions. Whereas pre- 
vious discussions had _ revolved 
around the point of whether rate 
regulation is a prime factor in the 
call for uniform allocation of ex- 
penses, Commissioner Lange re- 
vealed that for him, at least, there 
was no question on the matter 


Tabled by Committee 


The amendment to section six of 
the uniform accounting regulations, 
was tabled by the uniform account- 
ing committee at the meeting. This 
is the section to which Commis- 
sioner Lange referred in his letter 
and would have required the use of 
uniform accounting figures as a 
guide to  rate-making. It had 
aroused unanimous disapproval 
from all sections of the industry in- 
cluding Bureau companies, inde- 
pendents and producers. Another 
of the important problems discussed 
at the meeting was multiple line un- 
derwriting. Commissioner Maloney 
of California suggested the forma- 
tion of an all-industry committee 
to deal with the matter. It was 
pointed out by industry representa- 
tives, however, that the main prob- 
lems in the development of true 
multiple line underwriting stem 
from the variety of state laws deal- 
ing with the subject. 


D. D. Murphy, commissioner of 
South Carolina and president of the 
association warned that the threat 
of Federal regulation of insurance 
has not passed and that a spirit of 
cooperation between the industry 
and the various state insurance de- 
partments was necessary. He out- 
lined plans to call on the industry 
for advice and suggestions on the 
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question of whether uniformity of 
regulation may have been carried 
too far. He also indicated he would 
like the NAIC to appoint a group 
to confer with the Senate Judiciary 
Committee investigating mail order 
insurance. 


In a report to the subcommittee 
on workmen’s compensation small 
policy economies, H. F. Richardson, 
general manager of the National 
Council on Compensation Insur- 
ance, noted that thirty-two states 
have approved the revised work 
men’s compensation policy. He ex- 
pressed the hope that the policy can 
be introduced on a_ substantially 
country-wide basis by July 1, 1954. 


More than one thousand dele 
gates attended the meeting, the 
efficient conduct of which was a 
tribute to Hugh Tollack, assistant 
secretary of the association, who 
was in charge of the arrangements. 
The June meeting is scheduled for 
Detroit with next December’s mid- 
year meeting to be held in New 
York. 
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QUIZ »: MONTH 


This is the season of the year when Americans become particularly 


conscious of the Federal income tax. 


The following questions and 


answers have been prepared by the American Institute of Account- 
ants, the national organization of Certified Public Accountants. In 
all the answers it is assumed that the transactions are made in good 
faith and no special circumstances exist which would alter the effect. 


QUESTION I. 


Your wife did some work as a 
substitute teacher which brought in 
less than $600. She wants a refund 
of the tax withheld from her pay. 
You should— 

(a) Let her file a separate return 
to get her refund, then file your re- 
turn claiming exemptions for both 
of you. 

(b) Advise her to file a joint re 
turn with you. 

(c) Each file a separate return 
claiming one exemption. 

Answer: (b) A joint return is 
best for husband and wife, except 
for unusual situations, including 
some involving medical expenses and 
capital losses. It’s wise to figure the 
tax both ways before deciding. If 
your wife uses her exemption in a 
separate return, you are not allowed 
to claim it in yours. 


QUESTION 2. 


You obtain three loans; the first 
to buy business supplies, the second 
to make repairs for a tenant, and the 
third to pay your son’s college tui 
tion. You can deduct 

(a) The interest on the first loan. 

(b) The interest on the first and 
second loans. 

(c) The 


loans. 


interest on all three 

Answer: (c) The interest on the 
first and second loans can be de- 
ducted as business expense. The in- 
terest on the third loan is a personal 
deduction, unless you use the stand- 
ard deduction. 


QUESTION 3. 


You own several types of secu- 
rities. Which of the following is 
taxable ? 
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(a) Stock dividend (common 
stock distributed to common stock 
holders ). 

(b) Interest on state and munici 
pal bonds. 

(c) interest on bonds of a tax 
exempt educational institution. 


Answer: (¢) Certain types of or 
ganizations, such as religious and 
educational associations, are not re 
quired to pay tax, but you still must 
pay tax on interest received from 
their bonds, 


QUESTION 4. 


You are the sole proprietor ol 
your business. Your daughter 
worked for you part time and earned 
$595. She filed a return to get a re- 
fund of tax withheld 
You can 
Not take a deduction. 

(b) Deduct her wages as a busi 
ness expense and take a $600 ex 
emption for her. 

(c) Deduct her wages as a busi- 
ness expense, but not take the $600 
exemption. 


from her 
wages. 


(a) 


Answer: (b) The wages are de 
ductible if they are reasonable. The 
exemption is not lost, if she quali 
fies in all other respects, until her 
gross income reaches $600. 


QUESTION 5. 


Your inventory 
can be changed only 


pricing method 
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(a) If you are ona calendar year 
basis. 

(b) by permission of the Treas 
ury. 

(¢) Onee during the life of your 
business. 


Answer: (b) Permission must be 
requested within the first ninety 
days of the year to be affected, ex 
cept that application to change to 
LIFO  (last-in, first-out) method 
may be filed with your return for the 
first year affected 


QUESTION 6. 


You gave your church a corner lot 
for which you had paid $500. Its 
value at the time of your gift was 
$1,500. 

(a) You must pay a capital gains 
tax on the $1,000 increase 

(b) You may claim a deduction 
of $500. 

(c) You may claim a deduction 
of $1,500. 

Answer: (c) Your deduction for 
a charitable contribution is the value 
of the gift at the time it is made 
You are not considered to have 
realized a taxable gain when you 

property that 
creased in value. 


vive 


away has in 


QUESTION 7. 


Which of these is not a require 
ment in claiming the $600 exemp 
tion for a dependent : 

(a) The dependent must be a 
close relative as defined in the tax 
instructions. 

(b) Must not have had $600 or 
more of income. 

Must not be claimed as an 
exemption by his or her 


(c) 
spouse 


{Continued on the next paas 





Quiz of the Month—Continued 


(d) Must be a citizen of the 
United States. 

(e) Must have received more 
than half his or her support from 
you. 


Answer: (d) The dependent may 
be either a U.S. citizen or a resident 
of the U.S., Canada or Mexico. 


QUESTION 8. 


Your business is a partnership. 
Your partnership tax year— 

(a) May be a fiscal year ending 
the last day of any month. 

(b) Must be the same as your 
personal tax year. 

(c) Must be the calendar year. 


Answer: (a) You establish your 
fiscal year when you file your first 
return after organizing your busi- 
ness. You may change it only with 
Government permission, requested 
at least sixty days before the pro- 
posed year-end date. 


QUESTION 9. 


You recently sold twenty-five 
shares of stock for a gain of $100. 
You had held these shares just under 
six months. You had no other 
“capital” transactions. Your tax on 
this transaction 

(a) Is the same as for ordinary 
income, 

(b) Car not be more than the 
capital gains ceiling of 26%. 

(c) Is based on 50% of your 
capital gain. 


Answer: (a) But if you had held 
the stock beyond six months you 


would have had a long-term instead 
of the short-term capital gain. You 
would have been taxed on only 50% 
of the gain, and in no case would the 
tax exceed 26% of the gain. 


QUESTION 10. 


You have made a gift of stock to 
one of your children. If the divi- 
dends from this stock amount to less 
than $600— 

(a) The dividends must be re- 
ported, but no tax is imposed. 

(b) They are taxed as a capital 
gain. 

(c) They do not deprive you of 
the dependency exemption for the 
child. 

Answer: (c) The dividends are 
income to the child, provided the 
gift is considered genuine, and no 
return is required from anyone hav- 
ing less than $600 gross income. 


COVERAGE OF 
GOVERNMENT VEHICLES 


ISSATISFACTION HAS ARISEN in 
Congress over the Federal gov- 
ernment’s self-insurance of its motor 
vehicles and a Congressional investi- 
gation may result. The difficulty 
arises when a government vehicle not 
directly engaged in government busi- 
ness becomes involved in an accident. 
The only recourse available to an 
injured party under such circum- 
stances is a private claim bill intro- 
duced in Congress. There have been 
so many bills of this type introduced 
that the entire subject of self-insur- 
ance of vehicles will be studied. The 
government would probably be in- 
terested in a special coverage offered 
by private insurers but no such 
coverage has so far been proposed. 


REQUIRES COMBINED 
FIGURES 


HE MARYLAND Attorney Gen- 
oe has ruled that fire insur- 
ance rate filings in that state must 
be based on the combined experience 
of both stock and mutual carriers. 
The opinion was requested by Com- 
missioner Jackson while considering 
the filing of the Maryland Fire 
Underwriters Rating Bureau which 
is based exclusively on stock com- 
pany statistics. 


HOME ACCIDENTS 


HE CURRENT “do-it-yourself” 
jp ain now sweeping the coun- 
try may result in a sharp increase in 
home accidents and injuries during 
the next few months. According to 
a survey conducted by the Institute 
for Safer Living of the American 
Mutual Liability Insurance Com- 
pany, an average of 638,000 persons 
in the United States annually suffer 
disabling injuries while doing their 
own home repair work and fixing. 
Most victims are found among fam- 
ilies residing in single or private 
dwellings. These families account 
for about 63 per cent of the total 
population, yet suffer 90 per cent of 
all home accidents. The greatest 
number of people, more than 180,000 
yearly, suffer accidental injury as a 
result of making their own furniture. 
Other “do-it-yourself” activities ac- 
counting for large numbers of acci- 
dents include replacing broken win- 
dow panes, exterior and interior 
painting, putting up or taking down 
storm windows, repairing or paint- 
ing chimneys, putting up TV aerials, 
pruning trees and repairing roofs. 
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What I Expect of 


MY SPECIAL AGENT 


just what an agent expects of a 

field man. That will vary to a 
great degree with the agent and with 
the agent’s knowledge (or lack of 
knowledge) of his business and with 
his willingness to learn. It appears 
obvious that a field man will not be 
expected to perform the same serv- 
ices for an informed agent as he 
will for an uninformed agent. 


I: IS rather difficult to set down 


Three General Classes 


It seems that a field man could 
place all of his agents into three gen- 
eral classes: 


1. Those who don’t know and never 
will. 

2. Those who don’t know but will 
learn. 

3. Those who know. 


Once the field man has decided into 
which class to assign each of his 
agents, he will be in a better position 
to know what service each agent 
expects him to render. 

The uninformed agent who is un- 
willing to learn will, of course, be 
the most irksome. He will require 
every possible kind of service—from 
assistance in typing a policy to rate 
analysis and form design. Probably 
the greatest service a field man could 
do such an agent is to make certain 
he has a competent assistant or sec- 
retary, and if he hasn’t, assist him in 
selecting one. If a field man can 
accomplish this, he will not only 
render the agent an invaluable serv- 
ice, but he will make his own job 
that much easier and will probably 
save his company countless head- 
aches. Such an agent will require a 
lot of service. and he will require it 
as long as the representation con- 
tinues. There is no other out— 
unless it’s to close the agency. 

The second type of agent—those 
who don’t know but will learn—will, 
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for a time, be the most difficult to 
service. Fortunately, however, as 
his experience widens and he gains 
knowledge, this type of agent will 
become less and less of a problem 
and a better agent for the field man 
and his company. 

In addition to the usual services, 
he will expect the field man to teach 
him, and to guide him. The special 
agent must be prepared to devote 
much extra time to him; he will 
need and expect it and it must be 
given to him. In doing this a good 
agent and a loyal friend will be 
created but what is more important 
—one who thinks as does the special 
agent. 

The third type of agent, the one 
who knows, is (I hope) the most 
common, and the one who requires 
the least service. When he does 
want service, however, it must be 
given .o him, and it must be the best. 
He won't expect his special agent 
to know all the answers, but he will 
expect him to know where to get 
them. If he doesn’t know, he will 
expect him to say so frankly and 
not hazard a guess. 


Simple, Pleasant and Rewarding 


The service such an agent requires 
is also required by the other two 
classes, and are the services a field 
man should normally be required 
and competent to give. I would like 
to point out a few things that will 
make the agent appreciate more 
these services and will make the 
field man’s job simpler, more pleas- 
ant and more rewarding. 

The first of these is making a 
prearranged appointment by tele- 
phone. Telling the agent in advance 


when he expects to be in his town, 
and asking him when it will be con- 
venient for him to see him. The 
business of, “I just happened to be 
in town, and thought I would stop 
in,” may be very chummy; but the 
field man will probably “stop in” at 
a most inconvenient time. The agent 
must make his appointments in ad- 
vance; so it is only common cour- 
tesy for the special agent to give him 
a break and phone before he visits 
It will save time for both parties 


A Sympathetic Ear 


An agent wants an ear that will 
listen to his troubles. He wants a 
field man who will listen to him, hear 
him out; and then, if he is sure of 
what he is doing, guide him. But, 
he wants one who is sure he knows. 
He will be slow to forgive a bum 
steer given just for the sake of hav- 
ing something to say. 

When an agent calls on a special 
agent to perform a special service, 
he expects him to do it—not let it 
float around on the desk in his office. 
If, for some reason or other, it can 
not be performed immediately, he 
expects to be told so and why. If 
the field man knows someone that 
can do the particular service im- 
mediately, or can do it better than he 
can, he should tell the agent so and 
suggest that he call that someone. 
He will be respected for it. 

A field man is expected to be an 
executive, a salesman, a credit man- 
ager, a collection clerk, an enter- 
tainer, an engineer, and last, but not 
least, an underwriter. However, a 
good agent looks on a good field man 
as a necessity to his business and as 
a good friend to him. He wants the 
field man’s respect as much as the 
field man wants his. He knows that 
the field man is essential to him and 
he looks only for honesty, frank- 
ness, competence and friendliness. 
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HOME OFFICE AND 
FIELD APPOINTMENTS 


Aetna (Fire) Group: F. Joseph Ryan, 
formerly special agent for IHlinois and Wis 
consin, has been named to succeed marine 
superintendent Robert §. Dicus who has 
resigned; and Frank M. Mitchell assigned 
to the Cook County (IIL) marine depart 
ment 

Special agent James B. Cortright has 
been transferred to Philadelphia and _ is 
temporarily succeeded at Greenville, Pa 
by special agent William B. Wisner, for 
merly at Albany 

H. N. Hubbard has been appointed Cal 
ifornia special agent at San Jose, replacing 
James E. Towne 


Aetna Life Affiliated Cos.: For the Auto 
mobile Insurance and Standard Fire In 
surance companies, E. N. O'Beirne Jr. has 
been promoted from assistant manager to 
associate manager of the southern fire de 
partment 


American-Associated Cos.: Hamilton 
McComb, formerly with the U. 8. Guar- 
antee Co, and the Transamerica Group, 
has joined this organization's Chicago 
office as bond manager 
American Insurance Group: Henry A 
Trenholm has been appointed field super 
visor for the western department and is 
succeeded as supervisor of the Rockford 
(Ili.) service office by Kenneth L. Hingst 
W. H. Ogren teplaces Mr. Hingst as state 
agent at Kansas City, Mo 

Appointed special agents: at Charleston, 
W Va Paul R. M. Miller; Columbia 
8.4 J. C. Hill; and Richmond, Va 
Paul R. Mayo, assisting special agent 
Randolph D. Darden. Appointees Miller 
and Hill respectively succeed resigned 
Hans W. Barber and Leroy M. Brandt 

Special agent Robert J. Pulling has been 
transferred to Madison, Wis., replacing 
state agent R. N. Colvin, now on disability 
leave; special agent Gene Swenson, trans 
ferred from Rockford, succeeds Mr, Pul 
ling at Decatur, Il 


American Mutual Liability: oy G. Berg, 
until now in charge ol engineering at 
Lawrence Mass., has been appointed 
branch engineer at Springfield 


American Surety: Stephen KR. McGrath, 
formerly a casualty underwriter, has been 
appointed special agent at Hartford. 


Atlantic Cos.: Wallace M. Roehrig, tor 
merly manager of the suburban depart- 
ment, has been appointed metropolitan 
manager at the othce; Lawrence P. 
Wakefield advanced trom special agent 
to casualty underwriting superintendent 
at Syracuse, N. Y.; and Eugene V. Urbanus 
named special agent for downtown Chi 


} 
nome 


Birmingham Fire of Penn.: The American 
Home Agency Inc. has been appointed 
general agent for this company’s fire & 
allied lines in the New York metropolitan 
and suburban territory. This agency pro- 
vides domestic facilities supplementing 
the overseas market available to U. S. pro 
ducers through American Internationa! 
Underwriters. 


Boston and Old Colony: Richard T. 
Davidson, formerly an assistant secretary, 
has been promoted to financial secretary. 

Appointed managers for respective de- 
partments: James H. Turnbull, inland ma 
rine; Robert G. Lowry, ocean marine loss 
and Crawford W. Lindsey, inland marine 
Joss. 

William H. Schmitt has been appointed 
fire special agent at Baltimore, serving 
Maryland and the District of Columbia; 
and R. Bruce Hill named special agent 
for northern New Jersey. 


Caledonian-Netherlands Group: James S. 
Gwynn, formerly Minnesota state agent 
tor the Fire Association of Philadelphia, 
has been appointed state agent at Phila- 
delphia, Pa. (Drexel Building). 


Cherokee Insurance: George M. Egbert, 
formerly state agent for the North British 
and Mercantile Insurance Co., has joined 
this company as head of the hore office 
underwriting department. 


Chubb and Son: -dward S. Reed has been 
appointed assistant manager of the Ca- 
nadian department at Montreal. He is 
succeeded as manager of the Los Angeles 
office by H. L. Hodgetts, who in turn is 
replaced as manager of the San Francisco 
marine department by C. Convers God 
dard, formerly manager of the Los Ange- 
les marine department. 


Commercial Standard Insurance: | hic 
assignment of vice president Harry F. 
Hiegel to planning, development and co- 
ordination vacated an agency directorship 
and set off a chain reactioned succession 
of responsibilities; e.g., each of the fol- 
lowing appointees succeeds the individual 
whose name appears immediately before 
his own: agency director—W. E. Hum- 
phreys; Houston manager—John B. War- 
dell; and Abilene special agent—R. E. 
Langdon. 

rhe resignation of Little Rock manager 
1. F. Raynsford brought about a similar 
shifting of personnel with the succession 
of duties once again following the in- 
order-of-appearance pattern: Little Rock 
manager—E. W. Turner; special agents 

Robert A. Corns (Corpus Christi) and 
kL. M. Cunningham (Houston); and Hous 
ton safety engineer and payroll auditor 

Robert C. Tuttle 


Dewey Brothers, Inc.: George F. Smith, 
formerly vice president for the Penn-Lib- 
erty and the American Liberty insurance 
companies, has joined this Philadelphia 
firm of general agents as vice president. 


Fidelity & Deposit: For this company and 
the affiliated American Bonding Co., Car 
roll F. Herwig, formerly Cleveland man 
ager, has been appointed resident vice 
president at Kansas City, Mo.; and Rich 
ard G. Dytman, until now Oklahoma 
special agent, placed in charge of the 
Grand Rapids, Mich. office. 


Fire Association of Phila.: Herman M. 
Lewis has been named state agent in 
charge of operations in western Pennsy! 
vania. He is succeeded as West Virginia 
State agent by John M. Rider, former], 
special agent for northern New Jersey. 


Froggatt & Co., Joseph: Charles W. Tye, 
formerly tax counsel to the Royal-Liver- 
pool Group, has joined this firm of public 
accountants and auditors, and been as 
signed executive supervision of tax ac 
counting operations. 


Gaynor, Harold W.: Harold E. Bigler, 
onetime member of the General Exchange 
Corp. (a General Motors subsidiary), has 
joined this Providence, R. I. insurance 
claims service. 


General Reinsurance: Kobert J. Russell 
has been appointed an assistant treasurer 


Glens Falls Group: Special agent William 
P. Leonard Jr. has been transferred from 
Poughkeepsie, N. Y. to the home office 
territory; and special agent Harry F 
Lucke, in association with special agent 
William L, Gould, assigned to. service 
Illinois, excepting Cook, Lake, McHenry 
and DuPage counties. 


Hartford Accident: At the home office 
casualty claim department, Charles 7 
Johnson has been promoted from _ field 
claim supervisor to operations manager, 
and George T. Campbell from supervisor 
of automobile claims to chief claim super 
visor. James Marshall, formerly an exam 
iner, succeeds Mr. Campbell, and Clark L. 
Dunshee, formerly of the general liability 
claim division, becomes traveling _fiel« 
supervisor. 

H. R. Jackson, until now with Tulsa's 
Leo Gibson Insurance Agency, has joined 
this company as special agent for northern 
Oklahozna. 

At Syracuse, N. Y., John R. Adams has 
been appointed all-line special agent, and 
Joseph E. Tromba, group disability repre 
sentative 
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For the Hartford Fire (the parent ot 
ganization), John H. Ledbetter has been 
advanced from associate manager to mana 
ger of the southern department. 


Insurance Company of Texas: Robert 
M. Compton, formerly an independent 
Memphis, Tenn. agent, has joined this 
company as head of the newly created ac- 
cident & health department. 


Knoche Company, iInc., E. A.: The name 
of this Pittsburgh (Pa.) firm of insurance 
adjusters and appraisers has been changed 
to “Gateway Adjustment & Services, Inc.” 
Robert R. Cain is president, and Charles 
Kirshner, secretary-treasurer. 


Lipscomb-Ellis Co.: Edwin P. Cushman, 
formerly with the American Foreign In 
surance Association, has been named vice 
president to head this Atlanta agency's 
newly organized brokerage and surplus 
lines department. 


Lumbermens Mutual Casualty: Maxwe!/ 
D. Rudgers, formerly executive assistant 
at Syracuse, has been appointed assistant 
secretary. 


Mavon & Co., G. A.: This Chicago firm 
of insurance managers has been appointed 
Illinois general agent for the South Caro 
lina Insurance Co. 


McKinley Agency, John E.: [his Miami 
firm of general agents has been appointed 
Florida marine 
American Universal Insurance Co 
McLaurin & Associates, H. J.: Samuel I 
Tucker has been appointed vice president 
and actuary for this Detroit firm of pen 
sion consultants. 


Merrimack Mutual: For this company and 
the affiliated Cambridge Mutual Fire In 
surance Co., Sam Nelson has been ap 
pointed special agent for Mississippi, 
Alabama and ‘Tennessee, with headquar 
ters at Jackson. 


National of Hartford: Alexander Har 
boway, formerly farm and hail department 
assistant superintendent, has been ap 
pointed hail superintendent of the western 
department. 


National Surety Corp.: //. 1. Dalton, 


formerly manager at Des Moines, has been 


representative for the 
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appointed assistant manager of the western 
department, with headquarters at Chi- 
cago; George C. Henke, until now assis- 
tant agency director at New York, named 
assistant manager, eastern department; 
and James E. Roth, formerly assistant 
manager at Chicago, appointed manager 
of the newly established Cleveland, Ohio 
office 


Ohio Farmers Cos.: For the newly estab- 
lished Hempstead, N. Y. office, John H. 
Heyman has been named special agent, 
with staff adjuster Edward J. Hart assis 
ting 


Pacific National Fire: For this company 
and the Paramount Fire Insurance Co., 
J. W. Nickerson, formerly assistant secre 
tary for the Millers National and Illinois 
Fire, has been appointed associate state 
agent for Illinois, with headquarters at 
Chicago’s western department. 


Phoenix-London Group: George W. Smith 
has been appointed assistant manager 
of the southeastern branch office, with 
headquarters in Atlanta’s Trust Company 
of Georgia Building. 


Reinsurance Management Co.: Charles 
F. Gross, formerly mid-western manager 
for the Excess, has organized this Kansas 
City, Mo. (6 East Eleventh) firm, transact 
ing all forms of reinsurance and excess 
business for brokers and insurers 


Reliance Service Bureau: Daniel bk. Wil 
liamson Jr., formerly manazer of Seibert 
Newport News, Va. office 


« Co.'s has 


joined this New York City firm of inde 
pendent insurance adjusters as claims 
manager for the Newburgh, N. Y. mid 
Hudson office. 


Royal Exchange Group: frank J. Swallow 
has been appointed assistant branch sec 
retary and is succeeded as state agent for 
Missouri and Kansas by James Martin 
formerly special agent 


St. Paul Cos.: Henry J. Holmes has been 
transferred to the home office and assigned 
additional responsibilities. He is succeeded 
as state agent at St. Louis by Earl § 
Mathis, formerly with a local Granite City, 
Ill. agency. 


Standard Accident: Appointed for this 
company and the affiliated Planet Insur 
ance Co.: claim representatives—Robert D 
L. Crandall (Bridgeport); David A, Dou 
ney (St. Louis); Richard F. Finch (Phila 
delphia) and William J. Lonergan (Hemp 
stead, N. Y.); and field representative 

Peter J. Stone (Richmond), 


Travelers: Appointed: Seymour EF. Smith, 
associate actuary of the casualty and fire 
actuarial departments; Harold Ek. Mac 
Keen, assistant actuary, fire & marine 
actuarial department; Thor M. Huval 
CPCU, St. Paul manager, fidelity & surety 
lines; John C. Alexander Tr., assistant 
superintendent of agencies, fire & marine 
agency department; and Robert P. White 
assistant superintendent of training, sales 
research and promotion division of the 
casualty, fidelity & surety and fire & 
marine agency departments 

For the Travelers Fire and the Charter 
Oak Fire Insurance companies, 7. Edward 
Nation and Eugene H. Pratt have been 
appointed superintendents of agencies in 
the fire & marine agency department 


United Pacific: Frank A. Patzer has joined 
this company as assistant manager at Kan 
sas City, and Donald F. Bennett as assist 
ant superintendent of the fidelity & surety 
department at Chicago 


Wertern Insuranc2 Intormation Service: 
flan Tebb has been appointed manager 
of the newly established Portland, Ore 
(Cascade Building) office of this non-profit 
Los Angeles public service organization 
(supported by thirty-one casualty insur 
ince companies operating on the Pacific 
Coast) 
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ASSOCIATION NOTES 


American Foreign Insurance Ass'n: 
Robert M. Toelle, presently in charge of 
Philippine operations of member com- 
panies, has been appointed a secretary of 


this association 


American Insurance Association: Essen- 
tially providing a forum for free discus- 
sion of the problems besetting all seg- 
ments of the insurance business, this new 
organization was weaned from the now 
defunct Insurance Executives Association 
and nurtured by some fifty groups of 
stock fire, casualty and marine insurance 
companies 

A. B. Jackson, president of the St. Paul 
Fire and Marine, has been elected chair- 
man; J. D. Erskine, secretary; and F, Elmer 
Sammons, president of the Hanover Fire, 
treasurer 

Groups of companies elected to mem- 
bership on the General Committee: Aetna 
(Fire), America Fore, Employers Liability, 
Fireman's Fund, Glens Falls, Hartford, 
Home, London & Lancashire, Loyalty, 
National Surety, Royal-Liverpool, and 
United States Fidelity and Guaranty. 


American Mutual Alliance: Lawrence D. 
Brill, president of the Northwestern Mu- 
tual Fire Association, has been elected 
president, and S. Bruce Black, president of 
the Liberty Mutual Insurance Co., vice 
president. 


Association of Casualty & Surety Cos.: 
Reorganization of this association's ac- 
cident prevention department resulted in 
the redesignation of two divisions: the in- 
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dustrial division to be henceforth identi- 
fied as the “engineering and research di- 
vision,” and the public safety division, as 
the “traffic safety division.” Richard Y. 
Levine, formerly research engineer, has 
been appointed director of the new en- 
gineering and research division, relieving 
John V. Grimaldi, now devoting more 
time to his duties as assistant manager of 
the accident prevention department. 

Mary Barber, formerly traffic safety ana- 
lyst for the accident prevention depart- 
ment, has been appointed assistant to the 
manager; and Robert J. Allen, formerly 
chief traffic engineer, named director of 
field services for the insurance industry 
committee on motor vehicle accidents. 

Ray Murphy, general counsel of this 
association, has been assigned to the 
American Bar Association’s special com- 
mittee to study communist tactics, strategy 
and objectives. He was also appointed 
chairman of the American Legion's spe- 
cial committee on the covenant of human 
rights and United Nations. 


Burglary & Glass Ins. Ass'n of N. Y.: 
Elected officers: president—Thomas P. 
Whelehan (Hartford Accident); vice pres- 
idents—Kenneth C. Edgar (United States 
Fidelity & Guaranty) and Charles V. Hed- 
strom (National Surety); secretary—Ethel 
J. Corbett (National Bureau of Casualty 
Underwriters); assistant secretary—Marga- 
ret M. Keegan (American-Associated Cos.); 
treasurer—Ray McGarrigal (American 
Surety Corp.); and assistant treasurer— 
Lucille D. Strickler (Maryland Casualty). 


Casualty Actuarial Society: Elected Fel- 
lows of the Society: Harold E. Curry (vice 
president, State Farm Mutual Automo- 
bile); Arthur S. Kuenkler (vice president, 
United States Fidelity & Guaranty); and 
Hubert W. Yount (vice president, Liberty 
Mutual Insurance). 


Elected officers: president—Seymour E. 
Smith (Travelers Insurance); and vice pres- 
idents—Dudley Pruitt (General Accident 
Fire & Life) and John A. Mills (Lumber- 
men’s Mutual Casualty). 


Eastern Underwriters Ass'n: Elected of- 
ficers: president—H. W. Miller (U. S. man- 
ager, Commercial Union Assurance), suc- 
ceeding Donald C. Bowersock (president, 
Boston and Old Colony); senior vice pres- 
ident—John Glendening (vice president, 
Home Indemnity Co.); vice president— 
Arthur L. Polley (vice president, Hartford 
Fire); and treasurer (re-elected)—F. Elmer 
Sammons (president, Hanover Fire). 


Federation of Mutual Fire Ins. Cos.: 
Elected: president—John A. Buxton 
(chairman of the board, Federated Mutual 
Implement and Hardware Insurance Co.); 
and vice president—Gary H. Kamper 
(president, Badger Mutual Insurance Co.). 


IMinols Ass'n of Insurance Agents: 
Elected officers: chairman of the board— 
W. H. Redeker (Centralia); president— 
William P. Morrissey (Alton); executive 
vice president—H. W. Mullins (Rockford); 
treasurer—Rogers W. Troxell (Spring- 
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field); secretary and executive manager- 
Edward J. Dirksen (Springfield); and state 
national director—Frank H Hawk 
(Peoria). 


Insurance Acct'g & Statistical Ass‘n: 
Elected officers of the Midwest Chapter: 
president—Price Tribble (Universal Un- 
derwriters); vice presidents—L. J. Hale 
(Kansas City Life) and Charles Fisk (Kan- 
sas City Fire & Marine); and secretary 
treasurer—Harvey Gaines (Business Men's 
Assurance). 


Insurance Society of New York: Elected 
officers: president—Frank E. Tullis (Amer- 
ica Fore Group), re-elected; vice president 
—George Brennan (Home Insurance); 
secretary—Marie L. Duhig (F. K. Gaston, 
Inc.); and treasurer—Charles Lieb (Na 
tional Union Fire). 


Massachusetts Ass'n of ins. Agents: 
Elected: president—Frederick H. Wood- 
ward (Lynn); first vice president—Robert 
G. Dowling (Hyannis); second vice presi- 
dent—Frank Mills (Worcester) and state 
national director—Frederick J. England 
(Cambridge). 


National Ass'n of Automotive Mutual 
Ins. Cos.: Elected: president—H. W. 
Yount (vice president, Liberty Mutual 
Insurance Co.); and vice president—H. D. 
Durham (president, lowa National Mutual 
Insurance Co.). 


Nat'l Ass'n of Independent Ins. Adj'rs: 
James J. Hermann, of the Aurora, III. 
firm bearing his name, has been named 
editor of this organization’s publication 
“The Independent Adjustor”, succeeding 
C. W. Tierney of Los Angeles’ Toplis & 
Harding-Wagner & Glidden, Inc. 


Nat'l Ass'n of Independent Insurers: 
Companies elected to membership: the 
American Equity Group (American ‘Title 
and Insurance Co., Equity General Insur- 
ance Co. and Baloise Fire Insurance Co.); 
the Zurich General Accident & Liability 
Insurance Co., Ltd. and the American 
Guarantee & Liability Insurance Co. 


Nat'l Ass'n of Insurance Commissioners: 
Elected officers: vice president—Commis- 
sioner Knowlton of New Hampshire; sec- 
retary-treasurer—Commissioner Bowles of 
Virginia; and chairman of the executive 
committee—Superintendent Leggett of 
Missouri. 


National Ass'n of Mutual Casualty Cos.: 
Elected: president—W. H. Burhop (presi- 
dent, Employers Mutuals); and vice oo 
dent—Carl N. Jacobs (president, Hardware 
Mutuals). 


Nat'l Ass'n of Mutual Insurance Agents: 
4 new “company relations committee” 
has been created by this association. Al- 
though primarily designed to strengthen 
the mutual agency system, the new com- 
mittee also has a farsighted purpose of 
disclosing objectives which will mutually 
benefit the policyholder, the mutual agent 
serving him and the insuring mutual 
company. Committee representatives in- 
clude both agents and executives of mu- 
tual agency insurance companies. 


Nat'l Automobile Underwriters Ass'n: 
Howard S. Omsberg has been advanced 
from assistant manager to manager, suc- 
ceeding retired J. Ross Moore. 


Nat'l Bureau of Casualty Underwriters: 
The afhliated companies of the Cale- 
donian Group (Caledonian Insurance Co., 
Caledonian rasan Insurance Co. and 
Netherlands Insurance Co.) have been 
elected to membership, the total of which 
is now 151 companies. 


National Council on Compensation Ins.: 
Robert D. Heitzmann has been advanced 
from executive staff assistant to assistant 
secretary. 


National Insurance Buyers Association: 
Elected: president—B. E. Kelley (U. S. 
Plywood Corp., New York); first vice presi 
dent—John F. Burke (Coast Service Co.. 
San Francisco); second vice president- 
Lowe H. Wiggers (Procter & Gamble Co., 
Cincinnati); treasurer—George E. Rogers 
(Robert Gair Co., New York); and secre- 
tary—Peter A. Burke (N.1.B.A., New 
York). 


New York Board of Trade, Inc.; Elected 
for the Insurance Section: chairman of 
the executive committee (re-elected)- 

Ashby E. Bladen (Aetna Insurance); vice 
chairman—Dean M. Parker (Travelers In 
surance); representative on the directorate 
—Rodney E. Piersol (Alexander & Alex 
ander) and secretary-treasurer—Harry | 


Legg. 


N. Y. Fire Insurance Rating Org'n: Acn 
neth O. Smith, formerly acting manager 
of the New York City division, has been 
appointed assistant general manager. 


Rhode Island Ass'n of Insurance Agents: 
Elected: president—Howard R. Chase Jr.; 
vice presidents—Fred C. Clarke and John 
F. Kirby; secretary-treasurer—George C 
Hughes; and state national director 
Robert S. Preston. 


Society of Chartered Property & Cas. 
Underwriters: Elected officers of the New 
York Chapter: president- Donald H 
Chadwick (Atlantic Mutual Insurance); 
vice presidents—Claude H. Rice (Babcock 
& Wilcox) and John B. Walker (Fidelity 
and Casualty); secretary (re-elected) 
Miss Leona Seldow and treasurer (re 
elected)—Walter Strauss (Royal-Liverpoo! 
Group). 


Society of Chartered Property & Cas. 
Underwriters: For the Pacific Chapter 
president—Ted Winebrenner (American 
International Underwriters); vice presi 
dent—Neil Flammer (Pacific Employers) 
secretary—Edgar H. Donaldson (Paul H. 
Talbert Co.) and treasurer—Ear!l Smyth 
(Griswold & Co.). 


South-Eastern Underwriters Associa- 
tion: Dean F. Duncan, formerly senior 
engineer in charge at Charlotte, has been 
appointed North Carolina district engi- 
neer at Raleigh, succeeding the late Wil- 
liam G. Allen. Associated with Mr. Dun- 
can is L. D. Murphy as municipal 
engineer, directing service in Virginia and 
the Carolinas, 








. Here Is a Major Advancement in COMPREHENSIVE “3-D” PROTECTION 
which helps to broaden your sales market! 
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BEST'S DIGEST 
etc. 


year financial and oper- 
group financial statements 
Place your order now for 
prompt delivery. 


ket value of assets 


ment 
holdings 


also, 


Contains, on a per share 
basis, analyses of 130 fire, 
casualty and life insur- 
ance companies 


ing the true value of in- 


meet the needs of every- 
surance shares. 


INSURANCE STOCKS 
BEST’S DIGEST OF IN- 
SURANCE STOCKS — the 
only work of its kind in 
existence. Designed 

one interested in obtain- 


ating exhibits 


dating 
dends 








ALFRED M. BEST COMPANY 
Incorporated 


75 FULTON STREET NEW YORK 38, N. Y. 
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CALLS FOR FURTHER 
PROGRESS 


HILE MUCH PROGRESS has been 
seer in the accident and 
health insurance field important de- 
velopments must still be forthcom- 
ing, Robert H. Rydman, associate 
general counsel of the Health and 
Accident Underwriters Conference, 
told the Southeastern Actuaries 
Club. He warned that “too many” 
people are not of the gen- 
erally high standards of service of 
most insurers and that government 
intervention in this field is a con- 
tinuing threat. Mr. Rydman au- 
thored the memorandum of his asso- 
ciation prepared as an answer to the 
charges made by John Appleman in 
his Reader's Digest article. 


aware 


THE RIGHT TO DRIVE 
QUARTER OF A MILLION New 

York motorists would probably 
lose their driving licenses “if their 
right to the highway were weighed 
in the scales of public welfare,” ac- 
cording to Robert I. Catlin, vice 
president of the Aetna Casualty and 
Surety Company. In a recent ad- 
dress he emphasized the need for a 
more efficient licensing program that 
would rid the highways of drivers 
not entitled to an operator’s license 
because of driving record, 
physical infirmities or other reasons. 
Noting the 300% increase this year 
in New York motorists whose auto- 
mobile assigned to 
insurance companies because cover- 
age could 


their 


insurance was 


not be voluntarily ob- 
tained, Mr. Catlin criticized the prin- 
ciple that “he who can pay for the 
damages he causes should be per- 
mitted to drive,” and recommended 
that public interest would best be 
served by recognizing the funda- 
mental to be “who can and 
should drive.” He also advocated 
compulsory inspection of 
and an expanded driv- 
ing educational program, but stressed 
that, “the pressing need at the mo- 
ment involves the field of enforce- 
ment. Such serious offenses as 
speeding, driving, intoxi- 
cated driving and driving without a 
license or while a license 
pended must be dealt 
firmly.” 


issue 


peri dic 
automobiles, 


reckless 


is sus- 
with more 


104 


ADVERTISING AWARDS 


RONZE “OSCARS,” will be awarded 

by the Insurance Advertising 
Conference to winners of the ad- 
vertising awards program in each 
of the five agency size classifica- 
tions. These classifications are (1) 
Under $25,000 (2) $25,000 to $50,- 
000 (3) $50,000 to $100,000 (4) 
$100,000 to $250,000 (5) Over 
$250,000. Complete information on 
the 1953-54 awards program may be 
obtained from Dwight P. Ely, 
Chairman, 40 South Third Street, 
Columbus 15, Ohio. 
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VALUE FOR W. C. PREMIUMS 


Mix CONTRACTORS are not get- 
ting their money’s worth from 


their compensation insurance car- 


riers, S. F. Staples, vice president of 
Employers Mutuals of Wausau, told 
the construction section of the Na- 
tional Safety Congress. The fault 
rests with the contractor as the in- 
surance representative is all too 
often left completely or partially out 
of the contractor’s operations and 
planning, Mr. Staples declared. He 
went on to say that in order for the 
carrier to render the service of 
which it is capable, its representative 
should be informed and consulted 
when any new development arises 
regarding the contractor’s insurance 
program. 


INSTALLMENT PAYMENT 
PLANS 


Fx INSURANCE PREMIUM PAY- 
MENT plans continue to be 
argued pro and con in the various 
states. After a resumption of a re- 
cessed hearing Acting Commissioner 
Hostetler of North Carolina an- 
nounced that both the installment 
payment and the annual renewal 
plans would continue in operation 
in that state. Both stock and mutual 
agency representatives spoke in 
favor of the plans. In Massachusetts 
a legislative committee has con 
ducted hearings on the installment 
payment of term premiums. There 
the state brokers association has 
been in opposition while the Insur- 
ance Company of North American 
has presented the major arguments 
for the plan. The New England 
Fire Insurance Rating Association 
has rejected proposals to modify its 
term rule. 


MORE W. C. REGULATION 


ARY DONLON, chairman of the 

New York State Workmen’s 
Compensation Board, is of the opin- 
ion that it is inevitable that the role 
of government in workmen’s com- 
pensation, whether at the federal or 
state level, is going to be increased. 
In addressing the joint meeting of 
the medical and legal committees of 
the Industrial Hygiene Foundation 
of America, she pointed out that 
with both employers and employees 
seeking more uniform procedures 
and costs a solution must be found. 
Miss Donlon held that we can drift 
into a Federal program on legisla- 
tion already introduced in Congress 
but that the elimination of unreason- 
able diversities under improved 
state programs will require real 
and unselfish leadership of a high 
order. 


MARINE WAR-RISK BINDERS 


2 pes IN-FORCE DURATION of the 
marine war-risk binders issued 
hy the Maritime Administration has 
heen extended to September 7, 1955 
without additional charge to assureds. 
This is the expiration date of the 
authority of the Secretary of Com 
merce to provide such coverage un 
less hostilities commence. 
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AMERICAN AUTOMOBILE Insurance 


Company, St. Louis, Missouri 


Executive Promotions 


O. L. Schleyer has been elected chairman of the 
board, Otto Patterson vice chairman and Robert Z. 
Alexander president of this company. They previously 
held the positions of president, executive vice president 
and senior vice president respectively. As the result of 
his promotion, Mr. Alexander will assume administra- 
tive direction of the company. 


AMERICAN FIDELITY and Casualty 
Company, Incorporated 
Richmond, Virginia 


Stock Fully Subscribed 


The 150,000 shares of new $1.25 convertible preferred 
stock which this company offered on a share-for-share 
basis at $22.25 a share to its common stockholders have 
been fully subscribed to through exercise of rights, 
Geyer and Company, underwriters of the offering, an- 
nounce. The proceeds of more than $3,000,000 will be 
used to improve the relationship of capital funds to the 
volume of premiums written, to finance an anticipated 
further growth in business, and to enable the company 
and its fire insurance subsidiary to retain a larger 
voluine of their premium writings. 

The new stock will be convertible into common on a 
share for share basis and will be redeemable during the 
three years after October 10, 1956 at $23.25; at $22.75 
during the next three years and at $22.25 at any time 
thereafter, plus accrued dividends, Capital structure is 
now comprised of 150,000 shares of the new $1.25 con- 
vertible preferred; 75,000 shares of $1.20 convertible 
junior preferred stock (non-cumulative) and 180,000 
common shares. 


AMERICAN HOME Fire Assurance Company 
New York, New York 


Changes Name 


Stockholders of the company, at a special meeting 


January 8, approved a proposal to change its name to 
American Home Assurance Company. 
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AMERICAN Re-Insurance Company 
New York, New York 


Pays Extra Dividend 


This company, in addition to the regular quarterly 
dividend of thirty cents per share, paid an extra cash 
dividend of ten cents per share on December 15, 1953 
to stockholders of record December 4, 1953. Total 
dividends for 1953 amounted to one dollar and thirty 
cents per share as compared with one dollar and twenty 
cents paid in 1952. 


AMERICAN UNIVERSAL Insurance Company 
Providence, Rhode Island 


Completes Additional Financing 


This company has completed additional financing 
through an offering to stockholders of 12,500 shares of 
$10 par value stock at $20.50 per share. The sale in- 
creased the company’s capital from $500,000 to $625,000 
and added $131,250 te surplus bringing capital and 
surplus combined to more than $1,250,000. 


ARROWHEAD Insurance Company 


BALBOA Insurance Company 
Los Angeles, California 


Layman, President 


Lester C. Layman has been promoted from executive 
vice president to president of the Arrowhead Insurance 
Company and the Balboa Insurance Company, wholly 
owned subsidiaries of the Seaboard Finance Company. 
Prior to his affiliation with Balboa, Mr. Layman was 
secretary of the Aetna Insurance Group. 


CANTON Insurance Office, Ltd. 
Hong Kong 


Revises Title 


The name of this company was changed to Lombard 
Insurance Company, Ltd. on November 1, 1953. 
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THEY MADE | THEY MADE HISTORY 


Mt ——" a While He Wes President >>° HARRY S. TRUMAN 


HARRY S. TRUMAN 


Thirty-third President; born 
May 8, 1884. 
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GERMANY SURRENDERED 
May 7, 1945. 


FIRST ATOM BOMB 
dropped on Hiroshima, 
1945. 


BAY SIGNED 


formal surrender document 
September 2, 1945. 


©0CCCCCCO88OCOO8O8EEEEESE 
AGENTS ARE MAKING HISTORY . 


Hawkeye-Security & Industrial. 

These agents know that these two companies do everything 
to help them build volume. They can depend upon Hawkeye-Security 
& Industrial to provide prompt settlement ... every sales aid . 
and skilled field representatives to work closely with them at all times. 


HAWKEYE = SECURITY 
INSURANCE CO. 
INDUSTRIAL INSURANCE CO. 
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- representing 
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BALTIMORE NEW YORK 


A PROGRESSIVE 


SURETY and CASUALTY 
COMPANY 














CONTINENTAL Casualty Company 
Chicago, Illinois 


To Enter Reinsurance Field 


This company has established a reinsurance division 
to provide facilities for all lines of reinsurance except 
life, effective February 1. Head of the new department 
will be Vincent S. McKerrow, formerly head of Grif- 
fiths, Tate, (Insurance) Ltd., Lloyd’s Brokers, London. 


New Accident Policy 


The company has also introduced a new broader short 
term travel accident policy. The new form includes a 
permanent total disability benefit of fifty percent of the 
principal sum. Also an extended conveyance feature 
extends coverage for up to an additional 24 hours where 
there is an unavoidable delay enroute. To meet the 
rising costs of treatment, the medical expense reimburse- 
ment has been doubled. Despite the improved coverage, 
premium rates for the policy have been substantially re- 
duced. 


EMPLOYERS Reinsurance Corporation 
Kansas City, Missouri 


Trimble Succeeds Moorhead 


Donaldson St. C. Moorhead retired as vice president 
of this corporation but remains on the Board of Direc- 
tors and will act as senior consultant. He had been in 
charge of the New York office since 1936 and was suc- 
ceeded by his associate E. G. Trimble, Jr., on January 1, 
1954. 


FARM BUREAU Insurance Companies 
Columbus, Ohio 


Combined Liability Policy 


The companies’ new comprehensive family liability 
and automobile combination policy is being sold in 
Pennsylvania and will be introduced in other states 
when it has proved itself there. The standard auto com- 
bination and comprehensive personal liability policies 
are combined in the new policy with a number of cover- 
ages that are optional in the usual comprehensive per- 
sonal liability policy. 


FIDELITY AND CASUALTY Company of N. Y. 
New York, N. Y. 


New Director 


DeCoursey Fales, President and Trustee of the Bank 
for Savings in the city of New York, has been elected a 
director of the company. Mr. Fales is also a director of 
the Fidelity-Phenix Fire Insurance Company. 
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FIDELITY AND DEPOSIT Company of 


Maryland, Baltimore, Marylan 


To Pay Stock Dividend 


A 334%% stock dividend has been declared by this 
company. The distribution, which will increase the com- 
pany’s capital from $3 million to $4 million, will be made 
March 31 to stockholders of record March 2. The 
company anticipates continuing the present $.75 a share 
quarterly dividend on the increased number of shares. 


FIRE AND CASUALTY Insurance Company 
of Connecticut, Hartford, Connecticut 


New Director 


W. Leslie Miller, President of the Louisville Fire and 
Marine Insurance Company, has been elected a director 
of this company. 


FIRE ASSOCIATION Group 
Philadelphia, Pennsylvania 


Deering Retired 


Thomas S, Deering, vice president and officer in 
charge of the marine department of the group, retired 
on December 31, 1953. Raymond G. Shepard, secretary, 
succeeded Mr. Deering as officer in charge of marine 
activities of the group. He is assisted by Harry J. 
Noyes, marine manager. 


FIREMAN'S FUND Group 


San Francisco, California 


Subsidiary Absorbed; DesChamps Advanced 


The Western National Insurance Company, wholly 
owned subsidiary of Fireman’s Fund Insurance Com- 
pany, was merged with the parent company at the close 
of last year. The Western National had been the pro- 
fessional reinsurance cofmpany of the group. Since the 
beginning of this year, all reinsurance treaties have been 
written by a department within the Fireman’s Fund In- 
surance Company. The department is under the execu- 
tive supervision of Fred H. Morasch, vice president, 
assisted by Boyd S. Chiles. 

C. A. DesChamps, indemnity claims counsel of the 
Fireman’s Fund Indemnity Company, has been elected 
vice president and claims counsel of that company. 


GENERAL ACCIDENT Group 
Philadelphia, Pennsylvania 
Official Changes 


This Group in the United States recently made the 
following changes in the executive staffs of the United 
States Branch of the General Accident Fire and Life 
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GENERAL ACCIDENT—Continued 


Assurance Corporation, Ltd., and the Potomac Insur- 
ance Company: E. T. Moynahan and William Bernhard 
continue as chief executive officers of the group in the 
United States. Mr. Moynahan has been appointed 
general attorney and Mr. Bernhard deputy general 
attorney of the General Accident. Mr. Moynahan will 
continue as president and Mr. Bernhard will be elected 
executive vice president of the Potomac. Mr. Moyna- 
han and Mr. Bernhard continue as members of the 
board of directors of the Potomac. Mr. Moynahan con- 
tinues as chairman of the investment committee of the 
General Accident and as chairman of the executive 
committee of the Potomac. 

John Kaufman becomes general manager of the Gen- 
eral Accident and will be elected senior vice president 
of the Potomac and continue as a member of its board 
of directors. Mr, Kaufman has been serving as deputy 
general manager of the General Accident and vice presi- 
dent of the Potomac. 

Clarence Brearly, John T. Orr and Harold Scott Baile 
become deputy general managers of the General Acci- 
dent and will be elected vice presidents of the Potomac. 
Mr. Orr and Mr. Brearly have been serving as assistant 
general managers of the General Accident and secre- 
taries of the Potomac. Mr. Baile has been serving as 
general counsel of the General Accident and secretary 
of the Potomac. He will continue as a director of the 
Potomac and as general counsel for both companies. 

Newly named to the executive staff are Edward C. 
Lynch, Robert C. Lowry and Dudley M. Pruitt. Mr. 
Lynch, Mr. Lowry and Mr. Pruitt have been appointed 
assistant general managers of the General Accident and 
will be elected secretaries of the Potomac. Mr. Lynch 
has been serving as manager of the claims division of the 
group, Mr. Lowry as chief accountant of the General 
Accident and assistant treasurer of the Potomac and 
Mr. Pruitt as actuary for both companies. 


HARTFORD FIRE Insurance Company 
Hartford, Connecticut 


Stock Dividend Proposed 


At the annual meeting February 25, stockholders of 
this company will vote on a proposal to declare a 25% 
stock dividend which would raise capital from $16 mil- 
lion to $20 million. The board of directors has an- 
nounced it intends to continue to pay cash dividends on 
the increased amount of stock at the current annual rate 
of $3. 


INLAND MUTUAL Insurance Company 
Huntington, West Virginia 


Settles Virginia Charges 


This company has settled for $7,500 the charges of the 
Virginia State Corporation Commission that it had 
violated the state insurance laws. In addition it will 
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refund excess premiums charged a number of policy- 
holders. The State Corporation Commission had 
charged that, in addition to collecting excess rates, 
coverage was underwritten by British insurers not 
licensed in Virginia. 


INSURANCE COMPANY of North America 
Group, Philadelphia, Pennsylvania 


To Withdraw Subscribership 


Effective March 1, 1954, this group will terminate 
their subscribership to various rating organizations as 
regards certain dwelling forms and automobile physical 
damage. Although the companies will file independ- 
ently, the only rate and policy changes presently con- 
templated are for special risks. Although the companies 
announced that they will continue as subscribers to the 
tating bureaus for other classes, this may be open to 
question. It is contended that under at least some state 
rating laws and some bureau by-laws it is not possible 
for a company to be a member or a subscriber of a 
bureau for some classes but not for others. 


New Combined Form 


The Insurance Company of North America has in- 
troduced a new multiple location contract combining 
inland marine and fire coverages. It will be written on 
fluctuating contents values and other properties of 
stores, warehouses and manufacturing risks to cover 
transportation and fire hazards on a specified peril basis. 
To be eligible for the coverage a risk must have values 
in more than two locations. The reporting form rates 
and rate credits promulgated by the Multiple Location 
Service Office will be used. 


New Financial Secretary 


Clayton B. Wentworth, assistant secretary, has been 
elected to the newly created post of financial secretary 
of the group. 


THE INSURANCE COMPANY of Texas 


Dallas, Texas 


Eaton, Vice President 


Arthur B. Eaton, formerly vice president of Manu- 
facturers Casualty Insurance Company and Manufac- 
turers Fire Insurance Company of Philadelphia, has 
been appointed a vice president of this company. 


LOUISVILLE Fire and Marine Insurance 
Company, Louisville, Kentucky 


Promotions 


John F. Dalkin, manager of the monthly premium 
automobile department, has been elected a vice presi- 
(Continued on the next page) 
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LOUISVILLE FIRE AND MARINE—Continued 


dent. Mr. Dalkin was formerly president of the United 
States Liability Insurance Company, Philadelphia, Penn- 
sylvania. D. D. Morse, assistant vice president and 
secretary, has been promoted to vice president and sec- 
retary. 


New Director 


E, Clayton Gengras, president of the Fire and Casu- 
alty Insurance Company of Connecticut, has been elected 
a director of the company. 


LUMBERMENS MUTUAL Casualty Company 
Chicago, Illinois 


New Board Member 


J. William Embree, Jr., president of Rittenhouse & 
Embree Company, has been elected an advisory board 
member of the company. 


MARYLAND Casualty Company 
Baltimore, Maryland 


New Director 


Howard E. Simpson, president of the Baltimore and 
Ohio Railroad, has been elected a director of the com- 


pany. 


MUTUAL BENEFIT Health & Accident 


Association, Omaha, Nebraska 


New Director 


E. T. Meredith, executive vice-president and general 
manager of the Meredith Publishing Company, has been 
elected a director of the company. Mr. Meredith is the 
son of the late E. T. Meredith, Sr., former Secretary 
of Agriculture 





NATIONAL FIRE Insurance Company 
Hartford, Connecticut 


Quarterly Dividend Increased 


This company increased its quarterly dividend from 
65¢ to 75¢ per share, payable January 2, 1954 to stock- 
holders of record December 15, 1953. 


OHIO CASUALTY Insurance Company 
Hamilton, Ohio 


Dividend Action 


This company declared a quarterly dividend of 30¢ 
plus a year-end extra of 25¢ per share, payable Decem- 
ber 15, 1953. In 1952 the company paid an extra divi- 
dend of 15¢. 


OLYMPIC Insurance Company 
Los Angeles, California 


Personal Package Policy 


This company introduced a multiple-line “personal 
package policy” in California on January 1. It is 
planned to make the policy available in other western 
and midwestern states in the near future. The new 
policy combines the following nine coverages in one 
policy: fire and allied lines, plate glass, inland marine, 
burglary, automobile (bodily injury, property damage, 
medical payments and material damage liability), pub- 
lic liability (other than auto), workmen’s compensa- 
tion and employers’ liability, automobile: personal ac- 
cident, and specific disease indemnity. Insureds may 
purchase only one of the lines or a combination of more 
than one. The company previously confined its opera- 
tions to automobile physical damage coverage and fire 
insurance on household contents. 
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PRO-RATA ano 
EXCESS OF LOSS 


PENNSYLVANIA LUMBERMENS Mutual 


| writers. It will be offered on an optional basis to agents 
Insurance Company, Philadelphia, Pennsylvania | 


of the company and provides for payment of a 20% 


| commission. The policy will furnish somewhat narrower 


Elects Executive Vice President and New Director 


Fred H, Ludwig, director and member of finance | J : Peas 
| be written on an annual or six-months basis with auto- 


committee, has been elected executive vice president of 
the company. 

John H. Repass of E. W. Clark and Company, Phil- | 
adelphia investment brokers, was elected a director to | 
succeed Thomas R. Marshall, deceased. 


PREFERRED Insurance Company 
Grand Rapids, Michigan 


Stock Dividend 


Capital of this company was increased from $400,000 | 
to $500,000 on December 15, 1953 through the dis- | 
tribution of a 25% stock dividend. 





protection than the standard policy and will be written 


| only on farmers and risks in 1-A, 1-B, or 1-C classifica- 


tions who have been accident-free for two years. It will 


matic renewal upon payment of the premium to the 
agent. Renewal billing will be automatic by a certificate 
issued through the agent. 


STATE FARM Insurance Companies 


Bloomington, Illinois 


Capital Increased 


The capital of the State Farm Fire and Casualty 
Company has been increased from $1,000,000 to $1,500,- 
000 and $1,000,000 was contributed to surplus through 


| the sale of additional stock to the parent company, State 


| Farm Mutual Automobile Insurance Company, at $30 


RAINIER NATIONAL Insurance Company 
Seattle, Washington 


New Auto Policy 


This company has announced a new special single 


limit automobile liability policy for selected risks at re- | 
duced rates designed to meet the competition of direct | 
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per share, par value $10. 


| New Medical Payments Form 


The new broad form of automobile medical payments 
coverage filed by the State Farm Mutual Automobile 


| Insurance Company in the forty states in which it 


operates had been approved in twenty-nine states and 
the District of Columbia by November 20. The policy 
extends medical expense protection to the insured and 
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THESE FACILITIES ... 


For producers’ convenience we maintain 
special Underwriting and Service Departments 
which keep in close touch at all times with condi- 
tions affecting Fire, Automobile, Ocean & Inland 
Marine, and all Kindred Lines. 


These Specialized Facilities enable our pro- 
ducers to take care of their clients’ most modern 
insurance needs. Fullest inquiries about and use 
of them are invited. 
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2’ Right in the heart 
of the Golden Triangle 


Make the Pittsburgher your stopping place on 
every trip. Business or pleasure, it’s your best 
address in town... easily reached from major 
highways. 400 outside rooms, radio and TV at 
no extra charge, bath and circulating ice water. 
Air conditioned dining rooms, function rooms, 


and sleeping rooms. a finott [fotel 


Garage service. 
JOSEPH F, DUDDY, MANAGER 


Tlantic 1-6970 


members of his household for injuries in any automobile 
accident, whether sustained as a pedestrian, a car occu- 
pant, driver, or otherwise. The coverage provides all 
benefits of the present basic medical payments form and 
is written for limits of $500, $1,000 and $2,000. Rates 
are 25% higher than the present medical payments rate. 
The coverage is excess to any other valid and collectible 
auto medical payments insurance. 


STERLING Insurance Company 


Chicago, Illinois 


Wins Virginia Case 


This company and one of its former agents have been 
cleared of violation of the Virginia insurance laws in a 
case decided by the State Supreme Court of Appeals. 
The Virginia State Corporation Commission has been 
ordered to reinstate their license to operate in Virginia. 
The case grew out of charges of misrepresentation in 
the sale of an accident and health policy. 


TRAVELERS Insurance Company 
Hartford, Connecticut 


Increases Special Dividend 


This company declared a regular quarterly dividend 
of $3 plus a special dividend of $5 per share, payable 
December 12, 1953 to stockholders of record December 
1, 1953. In 1952 the company paid a $2 special dividend. 


WESTERN Casualty and Surety Company 
Fort Scott, Kansas 


Stock Split 


A two for one stock split last month increased out- 
standing shares from 150,000 (par value, $10), to 
300,000 (par value, $5). 


ZURICH Group 
Chicago, Illinois 


Merit Plans Approved 


The merit classification plans of this group for pri- 
vate passenger automobile insurance have been ap- 
proved by the following eight additional states. Arizona, 
Illinois, Kansas, Maryland, Minnesota, Ohio, Pennsyl- 
vania, and Wisconsin. With these approvals the plans 
may be used in their entirety in a total of thirty-three 
states and the D. of C. Approval of the physical damage 
plan has been granted in New York but the plan for 
liability and medical payments coverages is still to be 
considered in that state. 
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GLANTS — 


from other Fields 


Oldest of the Arts 


HE wider extension of 

higher education in this coun- 

try has guaranteed an ever- 
increasing flow into industry of 
more and more highly trained 
scientists, engineers and technicians, 
as well as men trained in economic 
analysis, market research and a host 
of special skills in planning, produc- 
tion and advertising. And during 
the last twenty-five years, it has be- 
come evident that many of these 
skills are vitally necessary to that 
person who is the key figure in the 
whole economic process—the sales- 
man. 

What makes a salesman? First 
of all, he must know his product. 
This is a well-worn cliché of every 
sales school and sales conference. 
However, this kind of knowledge is 
not enough. 

A salesman must have other kinds 
of understanding also, and they are 
perhaps even more important. Be- 
sides being a good judge of men and 
of human nature, he must know 
more than is implied in the com 
fortable doctrine that the “customer 
is always right,” since he often 
knows that the opposite is true. He 
needs to know a subtler psvchologyv 
and should have more than hunches 
ahout social and economic matters 


Read With Understanding 


It is obvious, too, that the sales 
man should have more than a jour 
nalistic acquaintance with the prin 
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DR. ALAN W. BROWN 
President 
Hobart and William Smith Colleges 
Geneva, New York 


ciples of economics and should be 
able to read the reports of his com 
pany’s experts in market research 
with understanding and recognition 
of their importance to his work. 

His knowledge of mathematics 
should go beyond that necessary to 
compute percentage discounts or 
figure a commission on the back of 
an envelope, 

The chief importance of all these 
special skills is not that they help 
the salesman to sell better by making 
him understand better his own rela 
tion to his company and the cus 











“| don't recognize them. | hope they are 
salesmen.” 


tomer, it is rather that they make 
him a keener, more imaginative in 
terpreter of our economy, a more 
effective agent of business develop- 
ment and a happier man who can 
boast of a true professional commit 
ment, 

Whatever the salesman’s educa 
tional background and business ex- 
perience before he begins to sell, he 
should understand that education 
and training is a continuous process 
which should continue throughout 
the life of the individual. 


Middle-Aged Problem 


Every business has faced the 
problem of the middle-aged man who 
just can't seem to keep up with the 
pace of the organization or the new 
methods which ingenuity and com 
petition have produced. He is un 
happy about it, too, but all too often 
says, “Well, anyway I’ve got my 
family and my hobby, and that’s 
something.” Indeed it is something, 
but it is not the attitude which makes 
him the happiest or most effective 
member of our rapidly changing and 
developing society. 

It is common knowledge that the 
day of the noisv, back-slapping, 
purely extroverted salesman, who 
plavs his hunches, and who really 
believes that “contacts” are 
thing, etc., is just about over. Our 
economy demands a lot of hard 
work by a lot of people, and it is the 


every 


{Continued on the next page) 








From our priceless collection of old prints 























Friendly band of Indians greeting Spring- 
field Group Special Agent Lemuel Smythe 
near Kansas City, circa 1852. 





Springfield Fire and Marine Insurance Company . . Springfield, Mass. 
New England Insurance Company . . Springfield, Mase. 
Michigan Fire and Marine Insurance Company . . . Detroit, Mich. 
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Sales Slants—Continued 


men with the knowledge, the skills, 
and the attitudes which help it to 
function with success, who sooner 
or later, by and large, find effective 
roles in sales work. 

The job ahead will require more 
and more knowledge, insight and 
imagination, to serve both one’s own 
best interests, the demands of our 
complex society and our intricate 
economy. 

When salesmen themselves finally 
admit that they are crucially impor- 
tant cogs in the economic machine 
and begin to emphasize the skills 
which help them to make it run 
more smoothly and effectively, they 
will then justify the language used 
by the late President Lowell of Har- 
vard in awarding the degree of 
Master of Business Administration, 
“T hereby admit you to the practice 
of the oldest of the arts and the 
newest of the professions.” 


SUPERMAN COMPLEX 
OF DRIVERS 


gga SPEED by drivers with 
a “superman complex” is the 
greatest misuse of the modern 
power-packed automobile according 
to Paul H. Blaisdell, public safety di- 
rector of the Association of Casualty 
and Surety Companies. He criti- 
cizes the current horsepower race 
among the automobile manufacturers 
and warns that all the advanced en- 
gineering of vehicle and roads to- 
gether has not made one iota of 
change in the basic traits, capabilities 
and aptitudes of the human mecha- 
nism guiding this vast power. Mr. 
Blaisdell lists as ‘‘the worst pitfalls” 
of safety efforts the drunken driver, 
inadequate control of drivers and 
weak enforcement of traffic laws. 


VICKSBURG TORNADO 


ATASTROPHE SERIAL NUMBER 46 

was assigned to fire and ex- 
tended coverage losses resulting 
from the series of tornadoes which 
struck Louisiana, Arkansas and Mis- 
sissippi December 5. Preliminary 
estimates were as high as 2,500 indi- 
vidual insurance losses that may 
total $10,000,000 in Vicksburg, 


Miss., alone. 


Best’s Fire and Casualty News 








MAIL-ORDER INQUIRY 


HE FEDERAL GOVERNMENT is 
fer renewed interest in in- 
surance companies which conduct 
their business on a mail-order basis. 
The Senate Judiciary Committee 
held hearings in early December 
characterized by Senator Langer, 
chairman, as exploratory. The 
Senator assured the commissioners 
of the various states that he doés 
not intend that the Federal govern- 
ment should infringe on their reg- 
ulation of insurance matters. 


At the hearings officials of the 
Justice Department, the Federal 
Trade Commission and the Post 
Office Department severely criti- 
cized state insurance laws and the 
efficiency of state insurance depart- 
ments. References were made to 
possible Federal regulation and in- 
vestigation and legislation. There 
was general agreement on the neces- 
sity for standardized policy provi- 
sions for accident and health in- 
surance, the field in which most 
complaints originate. The witnes- 
ses felt there is ample Federal au- 
thority to deal with fraudulent ac- 
tions but that enforcement is ex- 
pensive and difficult. State com- 
missioners and industry representa- 
tives were invited to be heard by 
the committee at a later «late. 


AMERICA'S UNTAPPED 
ASSET 


DOCUMENTARY MOTION PICTURE 

for national distribution, pro- 
duced in cooperation with the Presi- 
dent’s Committee on Employment 
of the Physically Handicapped, has 
been filmed to show how Bankers 
Life and Casualty Company of 
Chicago has successfully used hand- 
icapped people in its home office. 
It is entitled “America’s Untapped 
Asset.” 


President Dwight D. Eisenhower 
introduces the subject of employ- 
ment of the handicapped in the 
first three minutes of the film, and 
indicates the deep importance of the 
subject. Then president John D. 
MacArthur of the Bankers Life and 
Casualty cites specific experiences 
of that company in employing dis- 
abled and elderly people. 

The major portion of the motion 
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picture consists of a tour through 
the home offices of the insurance 
company. Picking out typical ex- 
amples of the handicapped em- 
ployees, who number more than 
650 of the 2700 total, it shows suc- 
cessful employment of deaf mutes 
as file clerks, one-armed veterans 
as addressing machine operators, an 
eighty-year old grandmother as a 
premium receipt clerk. 

The film closes with a strong ap- 
peal to employers of white collar 
workers, suggesting that they too in- 
vestigate the use of handicapped 
people by their organizations. 

“Once trained,” explains the 
film’s commentator, ‘handicapped 
people meet every requirement of 
the job, and at Bankers, they are 
paid exactly as much as a non-hand- 
icapped person doing the same 
job.” 

The film demonstrates an em- 
ployment policy applicable to so- 
called “White Collar” workers, a 
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category not previously used as 
illustrative of the ability of the 
physically handicapped. Previously, 
motion pictures have shown the in- 
dustrial skills of the physically hand- 
icapped in some of our nation’s 
largest industries. 

The film, which runs for 13% 
minutes, will be available for show- 
ing in every state through the Pres- 
ident’s Committee, Veterans Ad- 
ministration, U. S. Employment 
Service and other agencies inter- 
ested in the rehabilitation and em- 
ployment of the handicapped. It 
is expected that many of the nation’s 
TV stations will show the film. 


AUTO ACCIDENT 
COMPENSATION 


COMPENSATION SYSTEM of re- 
fsa victims of automobile 
accidents regardless of fault was 
argued pro and con at a meeting of 
the insurance law section of the 
Illinois State Bar Association. 
Judge Robert S. Marx of Cincin- 
nati pointed to the hardship existing 
under the present system, stressing 
particularly the present congestion 
of the courts. He favored a com- 
pulsory system operated by private 
carriers and charged that the auto- 
mobile accident situation has become 
a social question. Clarence Heyl, 
Peoria, Illinois insurance attorney 
replied that court congestion had 
been greatly reduced in other juris- 
dictions through longer daily ses- 
sions and shorter summer vacations. 
He charged that there was no paral- 
lel between workmen's compensa- 
tion and automobile liability and 
that proposals such as advanced by 
Judge Marx were socialistic and 
contrary to American traditions. 


COMMITTEE ON MOTOR 
VEHICLE ACCIDENTS 


HE INSURANCE INDUSTRY Com- 
"aes on Motor Vehicle Acci- 
dents has received such ready ac- 
ceptance of its offer to help cities of 
New York state solve their highway 
safety problems that it has been 
forced to expand its staff. Superin 
tendent of traffic Edward J. Nugent, 
a member of the Yonkers, New 
York police force for fifteen years 
is the third police specialist in traffic 
problems to be added to the per- 
sonnel. 


The governing committee of the 
National Association of Insurance 
Brokers has unanimously endorsed 
the proposed voluntary insurance 
plan of the Insurance Committee on 
Motor Vehicle Accidents as being 
more in the public interest than com- 
pulsory insurance in solving the 
problem of the financially irrespon- 
sible motorist. The committee also 
reaffirmed its support of legislation 
to provide for the impoundment of 
motor vehicles involved in accidents 
where the owner thereof cannot 
show financial responsibility. 





LIVE 


HE REYNOLDS-MYERS Insurance 
Incorporated, Miami, Florida 
general agents, has prepared a four- 
teen page 2-color booklet designed 
to bring to their the 
awareness that safety is everybody’s 
business. The cover is a striking 
takeoff on the cover of Life Maga- 
zine with a fully bleeded illustration 
of an automobile accident 
In the text of the booklet the in- 
sured is told how accident frequency 


assureds 


and severity affects his automobile 
rates. Other sections give tips on 
night driving and a check list for 
the to determine the 
hazards to his 


home owner 


which home is ex- 
posed 
Stull 


safety in 


with 
the 


deals 
out 
problem of teenage drivers 
The booklet should 
valuable and interesting to 


article 
and 


another 
school and 
both 

the 
people among whom it is circulated 


pre ive 


and is an outstanding example of 
what an insurance agency can do in 
the battle for 
prevention 


safety and accident 


WORKMEN'S 
COMPENSATION 
HEARINGS 
COM MIS- 


Ht MOORELAND AC1 
1 pha appointed by Governor 
Dewey to study the cost of work- 
men’s compensation in New York 
State, held the first of 


public hearings on December 15 and 
16. Employer, labor and other in- 


a series of 


terested groups were given an op- 
portunity to express their views. 
The Commission heard testimony 
that high insurance rates tend to 
hinder the full development of the 
It was pointed out 
such did not 
drive concerns out of the 
state they were a factor given close 
study in choosing between two or 
more locations. A labor representa- 
tive renewed the C.1.O. arguments in 
favor of a state fund and called for 
increased benefits for disabled work- 
\nother witness described the 


state’s industry. 
that 
actually 


although costs 


ers 
svstem as confused and called atten- 
tion to the rise of permanent partial 
and total disability 
claims. 

There was considerable difference 


permanent 
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of opinion as to the portion of the 
workmen’s compensation dollar de- 
voted to benefits. Mary Donlon, 
chairman of the Workmen’s Com- 
pensation Board, placed the figure 
in the neighborhood of 40% while 
Henry D. Sayer, general manager 
of the New York Compensation In- 
surance Rating Board testified that 
incurred losses were 72% of pre- 
miums. Miss Donlon claimed that 
workers get too little to live on in 
modest decency but Mr. Sayer re- 
minded the Commission that bene- 
fits are set by statute which had 
been fully met by the carriers. The 
present method of claim adminis- 
tration was criticized by Miss Don- 
lon and centralization of such ad- 
ministration recommended. 


RESEARCH WILL WIN 


MUTUAL STATISTICS 


HE NEW EDITION of the Direc- 
>, of Mutual Companies in 
the United States compiled by the 
American Mutual Alliance reports 
total premiums of $646,139,889 writ- 
ten by 2,386 mutual companies in 
1952, an increase of 9.2% over the 
1951 total. Total assets are up 11.- 
7% to $1,361,490,477 and surplus up 
12.0% to $704,032,274. The ratio 
of losses paid to premiums written 
was 34.3%. 

The summaries for the mutual 
casualty companies show total pre- 
miums of $1,253,335,827 written by 
204 companies, an increase in vol- 
ume of 17.1%. Total assets are up 
14.3% at $1,742,198,563 and surplus 
up 8.0% at $409,765,027. The ratio 
of losses paid to premiums written 
was 46.7%. 


EXPORT-IMPORT 
BANK INSURANCE 


FS MORE THAN SEVENTY 
insurance carriers are willing to 
cooperate, the Export-Import Bank 
has so far been unable to sell insur- 
ance on cotton owned by United 
States citizens but stored in friendly 
foreign countries. The program was 
designed as a spur to the export of 
cotton but bankers are reluctant to 
finance such operations as they fear 
a drop in the value of cotton shipped 
overseas. It is still hoped that the 
plan will be utilized and that on the 
basis of experience gained on cotton 
shipments it will later be extended 
to other commodities. The insur- 
ance would cover the hazards of war 
damage, confiscation and expropria- 
tion. 


CONSIDERABLE 
LEGISLATION EXPECTED 


LTHOUGH 1954 will be an “off” 
oe with only fourteen state 
legislatures holding regular sessions, 
there are an unusually large number 
of interim studies on insurance mat- 
ters being conducted and special ses- 
sions will no doubt be held in a 
number of other states. Consider 
able activity is expected in the field 
of health insurance with four states, 
Arizona, Louisiana, Massachusetts 
and Michigan, slated to consider 
non-occupational temporary disabil- 
ity benefits laws. Also attempts to 
broaden the present New Jersey and 
New York laws will probably be 
made. 


ENCOURAGING 
AUTO STATISTICS 


ITH AUTOMOBILE MILEAGE up 
W:.. per cent and deaths up 
only one per cent for the first nine 
months of last year, the mileage 
death rate compiled by the National 
Safety Council stood at 6.7, the low- 
est nine-month rate ever recorded 
The Council estimated there was a 
good chance that traffic deaths in 
1953 were lower than in 1952 
depending, of course, on the care 
exercised by motorists in December 
and especially during the holiday 
season. 
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WHAT’s AHEAD IN THE FIRE lines? 
Vice president V. V. Roby of The 
Travelers Fire says: 

“We look backward only to see what 
lesson can be gained for the future. 
It is too early to evaluate 1953 re- 
sults completely, but certain things 
stand out. There was a slight level- 
ing off of fire premiums throughout 
the industry, which means more ag- 
gressive selling will be necessary in 
1954. Where to direct your selling 
efforts? I think we can get some 
ideas from 1953. As a whole, the 
cost of building materials have re 
mained constant, but the increase in 
wages and fringe benefits have kept 
the building cost index rising. Con 
sequently, insurance-to-value is still 
one of your biggest talking points to 
both new and old customers. 
“Inland marine premiums are still 
growing. If your inland marine pre 
miums, exclusive of any large lines, 
do not equal twenty percent of your 
fire volume, you are not getting 
your share, and your clients are 
not adequately protected. 

“All the surveys I saw in 1953 indi 
cate that there is still a large un- 
tapped market for business interrup 
tion insurance. I firmly believe that 
this is not because business firms are 
unwilling to buy, but because the 
coverage has not been aggressively 
sold. Your present policyholders are 
your best prospects. 

“The American Agency System has 
prospered and withstood the test of 
time. If we, who advocate this way 
of doing business, are to hold our 
position, we must justify our worth 
to the insurance-buying public. A 
satisfied claimant is still the best 
advertisement for insurance protec 
tion. 


“With an aggressive selling pro- 
gram, 1954 should be a good year 
for you.” 
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WHAT’S AHEAD IN THE CASUALTY 
lines? Vice president Harold A. 
McKay of The Travelers Insurance 
Company says: 


“We expect the Year 1954 to pre- 
sent a greater challenge in the casu- 
alty business than we have en- 
countered for the past five years. 
The experience has improved and 
market conditions have changed 
rather rapidly. We shall continue, as 
always, to write business for our 
producers, and we anticipate con 


tinued gains in our business. Our 
objectives must be pursued with real 
vigor and determination. The sales 
staff will be forced into a period of 
hard selling because of the competi- 
tive situation. We must watch all 
phases of our business closely and 
continue to improve our position in 
the industry.” 


CRO 


WHAT'S THE 
picture ? 


OVER-ALL insurance 
Vice president Esmond 


Ewing of The Travelers Companies 
says: 


“The year 1954 opens with promise 
as bright as any we have witnessed 
in recent times. There is every justi 
fication for belief that the general 
economy of our continent will remain 
at its present high level. This pros 
perity will be reflected in the con- 
tinued prosperity of the insurance 
business and all associated with it 
“The past year has been one of most 
satisfactory progress, Unfortunately 
for our personal comfort—though 
fortunately for the good of our souls 
progress always entails added re 
sponsibilities. But added responsibil 
ity is always attended by additional 
detail, and it is extremely easy, when 
involved in detail, to lose sight of the 
main purpose, 
“There can be no doubt in our minds 
as to the main purpose of this busi 
ness of ours. It might be well, how 
ever, for us to pause on the thres 
hold of this new year long enough 
to resolve to bring that purpose 
closer to fulfillment. We must re 
solve to apply protection to those 
who have none, or have it in inade 
quate amounts; we must in 
present coverage to be commensurate 
with current requirements ; and we 
must add new coverages as dictated 
by new methods 
doing business. This is a large order, 
but we are in the business of pro 
viding protection, and unless we 
provide it, we are remiss in out 
obligations. 
“T am sure all of us are keenly aware 
that no institution survives without 
public sanction. Certainly the in 
surance institution 


rease 


and manners of 


has earned and 
enjoys public approval. Our public 
esteem will be enhanced by main 
taining and expanding our useful 
ness in a wider distribution of the 
products we sell.” 
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(4) Realize that life and liberty 
guarantee an existence, but the pur- 
suit of happiness guarantees prog- 
ress, 

It cannot be said that a mature 
attitude by management can be 
maintained without some aid from 
legislation. A law relating to un- 
fair methods of competition recently 
became effective in Wisconsin. This 
law provides that no person or or- 
ganization (whether engaged in sell- 
ing or financing property) can de- 
mand that insurance covering such 
property must be placed with a par- 


ticular agent or broker. The sales 
or financing organization does re- 
tain the right to approve or disap- 
prove of the insurance company se- 
lected by the buyer, and to determine 
the adequacy of the insurance of- 
fered. Even this approval right can- 
not be exercised in an arbitrary 
manner. It must have a reasonable 
basis. 

How does this law affect Wiscon 
sin insurance agents? It means that 
a finance company, bank, or real 
estate broker cannot demand that 
insurance on a mortgaged house be 
placed with them simply because 
they are handling the transaction. 
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When this check cleared the 
bank, it brought to a total of 
500 million dollars, the amount 
of benefits paid over the years 
by MUTUAL of OMAHA, 
largest exclusive health and 
accident company in the world. 
This check was another regular 


The Largest Exclusive 
Health and Accident 
Company in the World 





Here’s the check that made it 


ONE HALF BILLION! 


payment to a policyowner who had been disabled for 18 years. 
Omaha has paid him more than 43 thousand dollars.) 


It’s BENEFITS that folks want when they buy insurance, BENEFITS, plus 
prompt, local, personal service. Mutual of Omaha has an outstanding record for 
prompt payment of benefits through 110 service offices in the United States, 
Canada, Alaska, Hawaii and the Canal Zone. 

Since 1951, MUTUAL of OMAHA has paid benefits at the rate of more than a 
million dollars a week, to policyowners and their beneficiaries. 


(Mutual of 


MUTUAL BENEFIT KEALTH 
& ACCIDENT ASSOCIATION, 
OMAHA, NEBRASKA 
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Agents not having a connection with 
the sales or financing party are guar- 
anteed an equal right to solicit such 
business. This law helps to protect 
every agent’s right of private enter- 
prise by eliminating an unfair 
method of competition. 


Codes of Mature Conduct 


The Sherman Act, the Clayton 
Act, the Robinson-Patman Act, and 
the Fair Trade Practices Act are 
nationally legislated codes of mature 
conduct. They spell out rules of be- 
havior which could hardly be ex- 
pected to be created and observed 
voluntarily by hundreds of thou- 
sands of diversified businesses living 
in an ever-changing world. 


The rate regulatory laws, at the 
state level, are the insurance indus- 
try’s counterpart to the anti-trust 
laws. Their central theme is a code 
relating to the need for keeping rates 
from becoming inadequate, exces- 
sive, or unfairly discriminatory. I’m 
sorry they go so far beyond this 
point with abstract formulas which 
sometimes fail to square up with 
reality. 


These laws were intended for su- 
pervisory authorities possessing an 
understanding and appreciation of 
the free enterprise system. They 
could correct improper conduct if it 
developed in the insurance business. 
However, some insurance depart- 
ments are interpreting the law to 
mean that the supervisors are to be 
sole arbiters of insurance judgment. 
The rate regulatory laws never in- 
tended a shifting of judgment re- 
sponsibility from management to the 
insurance departments. In the mat- 
ter of rates, for example, the law 
gives the commissioner supervisory 
authority relating to approval or dis- 
approval. His rulings, however, are 
subject to court appeal. There 
should be no tampering with the in- 
surance companies’ and the rating 
bureaus’ right to make the rates. 


Use of Statistics 


One conflict arises from the mis- 
interpretation of the use of statistics 
in support of rates made and filed 


“ by companies. The law reads: “The 


information furnished in support of 
a filing may include: (a) the experi- 
ence or judgment of the insurer or 
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rating organization making the fil- 
ing, (b) its interpretation of any 
statistical data it relies upon, (c) 
the experience of other insurers or 
rating organizations, or (d) any 
other relevant factors.” Some de 
partments overlook the word “‘judg- 
ment of the insurer,” and “its inter- 
pretation of statistical data.’ Some 
insurance departments ask compa 
nies to supply statistics relating to 
detailed kinds and classes. From 
this they hope to get assurance or a 
mathematical formula that will give 
them the answer. There are some 
answers which can only be found 
in the minds of people living with 
the every day affairs of the com- 
pany. 

Here and there you may find im- 
mature management that could use 
a bit more confidence in its own 
judgment. These fellows tend to 
seek security from the crowds. They 
may even be inclined to shift their 
responsibility for management to the 
insurance departments. These are 
the companies addicted to “status 
quo,” having a passion for uni- 
formity. That is the path of Social- 
ism and mediocrity, and will result 
in legislatures doing our thinking 
for us. It will result in more restric- 
tive regulations, compulsory insur- 
ance, or state funds. That path leads 
away from private free enterprise. 


The Judgment Factor 


It has become increasingly evi- 
dent that attaining success today de- 
mands more “know-how” than ever 
before. Lady Luck of course may 
still be wooed by the ambitious. On 
the other hand, there can be no guar- 
antees in any planning. Luck can 
still be said to play its part. But in 
the long run, success depends mostly 
upon what is known as the judgment 
factor. 

The exercise of judgment entails 
the gathering of all related facts— 
interpreting these facts correctly— 
then unemotionally blending the true 
facts into the environmental situa- 
tion with the least conflict. Informed 
judgment calls for an understanding 
that conditions change as a part of 
the normal expectancy of any enter- 
prise. There is no way of knowing 
for sure just what will change when. 
Successful management sets up a 
continuous flow of functional evalu- 
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Almost every hazard is in- 


surable and_ reinsurable. 
Employers’ MULTIPLE LINE 
spread covers the field ef- 
fectively and conveniently, 
via our five Regional Offices 
—as close as your tele- 


KANSAS CITY, MO. 


NEW YORK CHICAGO 


ations. It develops a high degree of 
sensitivity to change, and to actions 
that will promote change. 

The ability to discern a pattern 
hidden in a complex set of facts be- 
comes largely a matter of intuition 
on the part of those who are thor- 
oughly acquainted with the business. 
This talent usually leads to more 
reliable decisions than can be made 
by visiting examiners through study 
of cold statistics. The outsider has 
not dedicated his heart and mind, 
time and energy to living with the 
business. Possession of this “know- 
how” is something caught from long 
and intimate exposure. Only the 
conscientious and hard-working ac 


SAN FRANCISCO LOS ANGELES 


quire it. It is not brought from the 
outside in. More often outsiders 
(and this includes insurance depart 
ments) do not have the feel of the 
working “guts” of a business. Out- 
siders tend toward over-simplified 
formula judgments. 

At times I have wondered if the 
passage of rate regulatory laws re 
sulted in some “loss of face” by our 
industry. Maybe there was a feeling 
that government stepped in because 
of a slight weakness somewhere in 
the business. Any such anxieties 
must be replaced with confidence 
and respect for our “know 
how.” With a dynamic approach to 


own 


(Continued on the next page) 
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our opportunities and obligations, 
and with a well-thought-out public 
relations program directed toward 
the American people, the insurance 
industry can convince the public that 
“What the government can do, we 
can do better.” 


Competition 


The life-blood of the free enter- 
prise system is competition. Com- 
petition : 


(1) Encourages fertile imagination ; 

(2) Opens new frontiers for in- 

vestors; 

(3) Opens new avenues for employ- 

ment ; 

(4) Raises the standard of living; 

and 

(5) Promises a 

for our youth. 
Few industries are fraught with 

more cross-currents of competition 

than is the insurance 

industry 


successful future 


automobile 


The division of companies 
into stock, mutual, and reciprocal, 
lends itself to competition. The 


further division of each of these 
three types into operating plans— 
orthodox, direct-writing, and unor- 
thodox, adds fuel to the competitive 
fires. Regardless of type of company 
or plan of operation, in every com- 
munity there exists healthy competi- 
tion between individual companies 
and agents alike. 

It is this healthy competition that 
enabled the automobile insurance in- 
dustry to develop from a luxury to 
a necessity. By being free to re- 
spond instantly to pressures for 
change; by permitting informed 
judgment to develop the product; 
and competition to stimulate its 
growth, the industry has grown nat 
urally. Today insurance is the in- 
dispensable lubricant for the wheels 
of private industry. It gives vital 
peace of mind and security to peo- 
ple—the most important thing in the 
world. 

The trend toward uniformity, 
wherein all must conform to a set 
pattern, destroys competition. For 
example, in Massachusetts where 
compulsory automobile insurance 
legislation has been in effect for a 
quarter of a century, the principal 


change in the statutory bodily injury 
coverage was a restriction. That was 
a political maneuver to hold down 
the rate. Time literally has stood 
still in that state with regard to the 
development of automobile Bb. I. in- 
surance. The progress made applies 
mostly to the non-statutory coverage. 
Contrast that with what has been 
going on in other states in the coun- 
try. Competition has forced a much 
broader coverage upon most com- 
panies, all to the good. 


"Wants" in the Minds of Buyers 


What brought about drive other 
cars coverage, substitute car cover- 
age, comprehensive coverage, new 
collision coverages, medical pay- 
ments coverage, and other innova- 
tions in the car insurance field? Was 
it “Needs” recognized by a legisla- 
tive body? It was not! These im 
provements all started as “Wants”’ 
put in the minds of car insurance 
buyers by companies and agents 
competing with each other for the 
buyer’s choice. 

What does this all mean? It 
means better protection, better serv- 
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ice, lower cost, and most important 
of all, the opportunity for the insur- 
ance industry to fulfill its obligations 
to society. 

Upon the shoulders of the man- 
agement group rests the future of 
America. Our Armed Services are 
no stronger than their source of 
supply—private enterprise. Personal 
producer, agency manager, com- 
pany executive, insurance commis- 
sioner, or salaried employee, all have 
a responsibility to keep this system 
free and strong. Its virility deter- 
mines whether or not we shall become 
a prey to those in the world who 
have designs upon us. Its continued 
dynamics will provide a still happier, 
healthier and more secure life. 

It all begins with you. You are 
the most important thing in the 
world. You have certain constitu- 
tionally guaranteed rights. You 
must exercise these rights in a ma- 
ture manner with due respect for the 
rights of others and for consequences. 
You should have certain pur- 
poses and goals. Your success will 
be influenced more in the long run 
by informed judgment than by any 
other single factor. 
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What is our common denomina- 
tor? What do all of us in the vari- 
ous segments of this highly compet- 
itive insurance business agree upon? 
Do the stock companies want the 
mutuals legislated out of existence 
or vice versa? Certainly not! Do 
the direct-writers want the American 
Agency System legislated out of ex- 
istence or vice versa? Again, em- 
phatically not! 

Our common denominator lies in 
the American tradition of fair play 
and competition. It is our need to 
fight for the other fellow’s right to 
succeed or fail in fair competition 
against us in the American free en- 
terprise system. Upon this collec- 
tive action depends our future inde- 
pendent action. 


PORTS OF THE WORLD 


HE FOURTH EDITION of “Ports 
a the World,” a 47-page, illus- 
trated book designed as a service to 
exporters, has been published by the 
Insurance Company of North Amer- 
ica. It will be available to foreign 
traders through North America 
agents and through brokers. 


“Ports of the World” contains the 
latest available information describ- 
ing conditions in 135 of the most 
important ports in all sections of the 
globe. Such information as cargo 
discharge facilities, labor and han 
dling, delays and congestions, pil- 
ferage and damage experience, and 
general climate conditions, is given 
for each port. These up-to-date re- 
ports were gathered from corre- 
spondents and claims and settling 
agents all over the world. 


The book also deals with the prob- 
lem of unnecessary losses. It con- 
tains valuable information on loss 
prevention procedures such as pack- 
aging and crating, the proper mark- 
ing of shipments, including a chart 
showing the basic marking terms in 
seven different languages, and in 
structions on how to make shipments 
pilfer-proof. It also outlines pro 
cedures to follow for the speediest 
and safest export of goods 


Two new features are a section 
devoted to loss prevention in air 
cargos, and information covering 
materials handling in the various 


ports, 
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Catastrophic Coverage—trom p. 45 
payment for some specific disability. 
This often results in a difficult situa- 
tion. Because pre-existing condi- 
tions are covered our underwriting 
must be very careful 


we have no 


Sut because 
riders we 
as much 
from the chaff. 
Where we can be liberal, we are, but 
it requires a full investigation of all 
the facts. In our underwriting we 
have come to depend upon the use of 
the attending physician’s statement 
as a valuable tool. In my opinion it 
is often superior to a medical exam- 
ination a report of 
physical findings of a time when the 
person was not considering insur- 
ance. We do, occasionally, call for 
medical examinations, but the bulk 
of our business is accepted on the 


exclusion 
must attempt to separate 


wheat as we can 


because it is 


non-medical application with the 
physician's statement as the best aid 
to it. Of particular interest to us 
are the reports on the “routine 
checkups” seen on any application. 
Many ills are concealed under the 
phrase “general checkup.”’ I remem- 
ber one case where the applicant told 
us he had had, “A general checkup 
in 1951. Two weeks. Cured.” Or 
a woman who reported a routine 
health check with negative findings 
some six months prior to application. 
Her physician's report had a slightly 
different story—edema of the brain. 


Few Routine Health Checks 


We ran a survey to determine just 
what value the attending physician's 
statement was. In cases where we 
had been told only about a routine 
checkup these attending physician’s 
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statements developed important per- 
tinent information in 37 percent of 
the cases. It seems that people do 
not go to doctors for routine pre- 
cautionary health checks. They see 
a doctor for a reason. That is un- 
likely to be a surprise to any reader 
of this article. 

Continuing with this survey we 
found out, as a whole, that in about 
thirty percent of the cases, including 
that special class reporting only 
checkups, some important informa- 
tion was obtained. The upset stom- 
ach became a duodenal ulcer. A 
strained back is, instead, a herni- 
ated disc. Slight nervous tension 
winds up as a blood pressure of 
190/110. 

Earlier I mentioned the preg- 
nancy benefit payable under our 
major medical expense policy. From 
the beginning we felt that some ex- 
clusion had to be placed in the 
policy to eliminate the normal ma- 
ternity claim. Even with the coin- 
surance element the cost of insuring 
normal maternities would increase 
the premium to an almost prohibi- 
tive area. Then too, most men have a 
knack of learning in advance when 
their wives are expecting. A pru- ° 
dent man, we reasoned, should be 
able to budget most of the expense 
of a routine pregnancy. But even 
the most prudent of men cannot 
foresee the ending of a pregnancy 
in serious complications. Such com- 
plications would pile unexpected 
cost upon cost and here was an area 
where major medical expense should 
operate. 

It was decided to exclude from 
payment any normal pregnancy. To 
cover the unforeseen, however, a 
provision would be included to cover 
the “complications” of pregnancy 
for either the mother or the child. 
When presented with a maternity 
claim, we deduct from the total bill 
what is thought to be a reasonable 
cost for a “normal” childbirth and 
then apply the benefit formula to the 
remainder. Admittedly this is a very 
subjective procedure on our part. 
We take into consideration the in- 
sured’s financial status, the general 
cost of medical expenses in his area 
and so forth. Difficulties in claim 
administration were anticipated. 

So far our experience with this 
provision has been a pleasant sur- 
prise. What little trouble we have 
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had has stemmed from our policy ex- 
clusion which states that we will not 
consider a surgical procedure as a 
necessary complication of pregnancy. 
This was included to stem the tide 
of claims that would 

from elective caesarians. 


have arisen 

3ut we do 
not administer this provision to ex- 
clude surgery other than a caesarian 
where it by the 


was necessitated 


complication of pregnancy 


Few Complaints 


As a matter of fact we have had a 
minimum number of complaints in 
our administration of the policy. 
There has been some discomfiture on 
the part of the insured because we 
do not pay for out patient treatment. 
In some cases such criticism was 
justified but we have not seen fit to 
relax our administration on this 
point because there is no other place 
where we could then re-draw the 
line. In our policy there is also a 
provision which stipulates the pay- 
ment of one maximum claim for any 
disability or additional disabilities 
similar or related to the first. There 
has been no difficulty in administer- 
ing this so far. I say “so far” be- 
cause we may anticipate some diff- 
culty in the future. At the present 
moment this 
works in 


particular provision 
favor of the insured be 
cause the $100, $300 or $500 de- 
ductible is not reapplied. He starts 
right in on the seventy-five percent 
coinsurance feature. He has no de- 
ductible to hurdle if his second 
claim is related to the first. In the 
Fitzgerald translation of the Ru- 
baiyat of Omar Khayyam there ap- 
pear the lines: 


Ah, Take the Cash, and 
Credit go, 

Nor heed the rumble of 
Drum! 


Let the 
a distant 


Perhaps that is happening now. 
The benefits are being used without 
any great regard for the policy max- 
imum. In a few years the maximum 
for a particular condition will be 
reached and the insured will wonder 
why he is not permitted another 
maximum since there has been a 
rather long time lapse. Then the 
beating of the “Distant Drum” will 
grow loud and undoubtedly a few 
rumbles shall reach us. 

We believe that insurance of this 
type should be as permanent as 
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produce greater sales volume by selling 
thoroughly complete insurance programs to 


all their customers and prospects. 


The Peerless “Simplifier” (for the sale of 


Fidelity and Surety Bonds) and the 
“Organizer” (for the sale of Fire, 


Casualty and Bonding protection) leave 


nothing to chance — nothing to 
memory. These two sales-producers 
cover complete insurance program- 
ming so forcetully and logically 
they are sure business builders 
whenever they are used. 
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possible. It may be that our life 
insurance experience has affected 


We have a 


provision that allows us to refuse 


this line of reasoning. 


renewal of a policy at any subse 
quent premium due date but we have 
not included any provision permit 
ting us to cancel the policy off the 
premium due date. Furthermore 
this policy right of non-renewal has 
been further restricted by our dis- 
cretion not to refuse renewal on the 
basis of deterioration of health. We 


HAMPSHIRE 


will tell any policyholder who so 
inquires exactly that. There will be 
no attempt to off” a certain 
risk because the insured is no longer 
physically The 
will refuse renewal will 
he those in which all was not told at 
time of application or where some 
very questionable practices were en- 
gaged in at claim time. So far, this 
approach has been satisfactory. To 
handle it there is no necessity for 
(Continued on the next page) 
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the underwriter to review every 
claim. The claims department will 
use their discretion in referring to 
the underwriting department those 
claims which are questionable. It 
will then be reviewed, and we are as 
liberal as possible in our post-claim 
underwriting. 

Here is some of the statistical in- 
formation we have collected con- 
cerning the policy. In my brief de- 
scription I mentioned that we write 
two benefit amount limits, $2,500 
and $5,000 and that each is available 
with a $100, $300 or $500 deductible. 


Here is a breakdown of policies in 
force by maximum benefit and de- 
ductible as of August 31, 1953, after 
twenty-five months of business: 


Both 
Max. 
Plans 
28.9% 
13.4 
12.3 


54.6 
Both 
Max. 


Plans 
15.8 
12.9 
16.7 


100.0 45.4 


$2,500 
Maximum Benefit 
$100 Deductible 
300 Deductible 
500 Deductible 


$2,500 
Max. 
53.0% 
24.6 
22.4 


100.0 


$5,000 
Maximum Benefit 
$100 Deductible 
300 Deductible 
500 Deductible 


$5,000 
Max. 
348 
28.3 
36.9 
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for Small Companies 





Yes, for broad markets and outstanding 
facilities, get in touch with Universal. 
We're particularly well equipped to handle 
both fire and casualty reinsurance needs 


of small companies. Just tell us your 


needs—and let us explain what we can do 


for you. 


UNIVERSAL UNDERWRITERS AGENCY, INC. 


American Building 


SEATTLE 4 e SEneca 6369 
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nightmare. 





Yes, the news of settlements handled quickly, fairly 
and pleasantly gets around mighty fast—and helps 


make renewal time a dream instead of a 


Pan Avernriean Caseannry Covrany 
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Our claim experience has been 
studied for claims incurred through 
June 30, 1953 that were paid through 
\ugust 31, 1953. It shows that the 
claim was $422.46. For 
comparison with the above table 
here is the average claim by maxi- 
mum benefit and deductible : 


average 


$2,500 
Maximum Benefit 
$100 Deductible 
300 Deductible 
500 Deductible 


$5,000 
Maximum Benefit 
$100 Deductible 
300 Deductible 
500 Deductible 


Average Claim 
$307.97 
390.01 
460.21 


Average Claim 
$513.87 
483.25 
469.13 


30th Maximum 

Jenefits Combined 
$100 Deductible 
300 Deductible 
500 Deductible 


\verage Claim 
$391.64 
445.33 
607.96 
‘The basic nature of this insurance, 
| think, explains why the average 
claim on the $100 deductible should 
be smaller than the average on the 
$500 deductible benefit. When medi- 
cal expenses run over $500 there is 
more than a chance that a major dis- 
ability has occurred. If this is so 
then one can expect the medical ex- 
penses to be high and in a fair share 
of the cases, very high. With the 
$100 deductible, however, this need 
not be the case. Many small and 
moderate size claims will enter into 
the benefit formula on the $100 de- 
ductible. It is by no means unusual 
to see a simple, uncomplicated tonsil- 
lectomy performed on a child reach- 
ing over this-deductible. There are 
enough of these small claims to 
more than offset the large claims 
that start out under the $100 deduc- 
tible 


Breakdown by Insureds 


One may argue from this, and 
justly so | think, that many claims 
are not truly and properly “‘cata- 
strophic” and unexpected. That 
would be true but it is the penalty 
paid for the low deductible which, 
in the absence of other insurance or 
abundant personal means, is neces- 
sary in many cases. 

Of the number of persons covered 
as of December 31, 1952 adult males 
consisted of 28.8 percent. Adult 
females represented thirty percent 
and the remaining 41.2 percent were 
children. We have not felt it neces- 
sary to determine the percentage of 
male and female children. Policy 
contracts covering a family unit of 





husband, wife and child or children 
constituted nearly half of our writ- 
ten issues as of December 31 of last 
year. Here are our figures: 


Husband, wife and one 
or more children 
Husband and wife 
Female only 14.7 
Male only 13.7 
Male and children 5.0 
Female and children 2.6 
Children only 4 


44.2 percent 
19.4 


The eight percent of policies in 
the “Male and children,” “Female 
and children” and “Children only” 
classes are caused mainly by exclu- 
sions. We will issue a policy where 
a family member or members are 
excluded and the latter categories 
reflect this practice. Of course some 
of it is due also to widows and wid- 
owers insuring themselves and their 
children. 


Two basic policy forms are used 
in issuing our major medical ex- 
pense ; the individual and the family 
policy. Of the family policies nearly 
half of them were issued in cases 
where there were no children: 


No children 
One child 

Two children 20.4 
Three children 10.7 


Four or more children 5.7 


47.7 percent 
15.5 


Lapse Ratio 


Our latest records indicate that 
the annual method of premium pay- 


ment is the most popular. Sixty- 
three percent of our applicants have 
chosen it. The quarterly method is 
next with 23 percent, then semi-an- 
nual by 12 percent. Two percent of 
our business is on a monthly pre- 
mium salary savings basis. 


Comparing this with our lapse 
ratio we find that lapses are highest 
on the shortest premium paying 
period. That is nothing startling. 
The overall lapse ratio as of June 
30, 1953 is 27.5 percent and was 
exactly the same as of March 31, 
1953. In December of last year it 
was 23.7 percent. As of our last 
check, the lapse ratio in June, the 
quarterly premium business showed 
a 46.8 percent lapse, the semi-annual 
31.8 percent and the annual 17.5. It 
must be remembered though that 
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SINCE 


You’ve Got a Cure for This 


Dishonesty, Disappearance and Destruction are three spectres that 
haunt every business. The cure for such a 3-D nightmare is 3-D Crime 
Insurance. American Casualty's streamlined 3-D program is different 
from most ... all eight coverages are IN the policy” No multitude 
of endorsements to fuss with. Sales average $500.00 in premium— 
a fact for profit-minded agencies fo consider. 


If you're not familiar with American Casualty’s 3-D, 


*Except in N.Y., la. and Texas 


American Casualty Company 
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only one annual and seven quarterly 
premiums have fallen due on any 
policy by June 30 of this year. Until 
we arrive at a point where there 
have been sufficient premiums paid 
I would hesitate to make any inter 
pretation of the findings other than 
the obvious one: the shorter the 
premium period, the higher the lapse. 
These figures, by the way, do not 
take our salary savings business into 
consideration. 

The Equitable is a life insurance 
company. In entering the field of 
major medical expense we had 
much to learn about the health and 
accident business. It would be fool- 


ish to claim that we have learned all 
there is to know or even a signifi 
cant part. But many things are 
clear to us now and especially one 
thing. There is a very basic differ 
ence between life insurance and pro 
tection of this type. In life insurance 
the principle of self-preservation 
works for you. The great majority 
of people do not want to die, even 
to “beat” an insurance company. In 
insurance of this type the same prin 
ciple of self-preservation means the 
insured will go to any means to 
protect his life and the lives of his 
loved ones. In a high level insur 
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eee if only 
for THEIR sakes 


... learn how to protect 
yourself from death from 
cancer. They need you! 


And for your sake and 
theirs you must keep on re- 
membering that the best 
cancer “insurance” is: 

FIRST...to make a habit of 
periodic health check-ups no 
matter how well you may 
feel, always including a 
thorough examination of 
the skin, mouth, lungs and 
rectum and (for women) the 
breasts and generative tract. 


SECOND...to learn the seven 
danger signals that may 
meancancer, and go straight 
to the doctor at the first sign 
of any one of them—(1) Any 
sore that does not heal 
(2) A lump or thickening, 
in the breast or elsewhere 
(3) Unusual bleeding or dis- 
charge (4) Any change ina 
wart or mole (5) Persistent 
indigestion or difficulty in 
swallowing (6) Persistent 
hoarseness or cough (7) 
Any change in normal bowel 
habits. 

For other life saving facts 
about cancer, phone the 
American Cancer Society 
office nearest you, or address 
your letter to “Cancer’’—in 
care of your local Post Office. 


American 
Cancer 


Society 
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ance field such as major medical 
expense this means a full usage of 
policy benefits. There is nothing 
wrong with this but any insurance 
company that writes both lines of 
business must recognize the differ 
ence that exists. 


Claim Control Is Important 


If major medical expense is to 
be a success, claim control is the im- 
portant factor. We are vitally con- 
cerned with the possibility of over- 
use or even abuse of the contract 
benefits. The determination of claim 
charge is not once, but twice re- 
moved from our control. It is in the 
hands of the policy holder and his 
physician. It is the physician and 
the hospital who will determine, ul- 
timately, whether or not major medi 
cal expense insurance will work. | 
have confidence in the integrity of 
the medical profession and feel cer- 
tain that major medical expense will 
work and will become a permanent 
part of insurance protection in the 
United States. 


BUREAU CLASSIFICATION 
PLAN 


T ITS ANNUAL MEETING the 
Ay Catitornia Association of Insur- 
ance Agents attacked the new Na- 
tional Bureau of Casualty Under- 
writers automobile — classification 
plan as unworkable and unduly ex- 
pensive. They pointed to the diffi- 
culty and expense involved in the 
proper classification of risks and 
sponsored instead a simplified classi- 
fication plan plus the merit rating of 
risks. The agents were supported in 
their stand by a majority of the 
brokers in San Francisco and Los 
Angeles, The agents also expressed 
their dissatisfaction with the man 
ner in which the new plan was an- 
nounced by passing a resolution call- 
ing for seven days’ advance notice 
to producers before such changes are 
released to the public. 


The newly promulgated automo- 
bile classification program may not 
be perfect, but it is a large step in the 
right direction, John Tracy of the 
Fireman’s Fund Indemnity Com- 
pany, told a dinner meeting of the 


\ssociated Agents Committee of 
Southern California. It covers and 
makes available markets for the 
great preponderance of insurable 
risks and will work if all expend an 
honest effort on its behalf, he stated, 
noting that all classifications are 
hased on ascertainable facts. 

For the first time since the end of 
World War II, the outlook for the 
automobile liability insurance busi 
ness has improved, William © 
Bailey, assistant secretary of the Na 
tional Bureau of Casualty Under 
writers, told the annual convention 
of the Illinois Association of Insur 
ance Agents. Mr. Bailey pointed 
out that “Looking at the situation 
countrywide, we now are faced with 
the prospect of a reasonably sound 
economy with its stabilizing effect 
on rate levels.” “The new private 
passenger car classification plan, 
which is already in effect in many 
states, is based upon ascertainable 
facts which can readily be obtained 
from existing insureds or new ap 
plicants. It permits Bureau com- 
panies and their producers to be 
more competitive than they could 
be with the previous broad classifica 
tion groupings and at the same time 
is intended to maintain adequate 
rates overall,” stated Mr. Bailev. He 
noted that if the plan does not satisfy 
all producers it is only because no 
plan could be devised which would 
suit everyone and work equally well 
in all instances. “Working with the 
new plan offers producers an oppor 
tunity to increase their business,” 
Mr. Bailey said. “While they are 
determining the necessary informa- 
tion required for proper classifica- 
tion, they may very well be able to 
sell their insureds the additional 
coverage or higher limits they need.” 

Joe Bandy, chairman of the casu 
alty committee of the National As- 
sociation of Insurance Agents pre- 
dicted that a merit rating plan will 
be superimposed on the National 
Bureau of Casualty Underwriter’s 
new automobile classification plan 
Mr. Bandy’s committee has been 
meeting with the Bureau and he told 
the Tennessee Association of Insur- 
ance Agents that he did not expect 
any change in the production cost 
factor at this time. He warned how- 
ever, that for the new classification 
plan to succeed, agents must be con- 
scientious in classifving their risks 
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QUESTION 6. 


The growth of “direct” or “private 
placement” of securities with insti 
tutional investors has been one ot 
the most significant developments in 
the field of finance. 

(a) Explain what is meant by the 
term “institutional investors’’ and 
identify the various kinds of organ 
izations which you include in this 
expression. 

(b & c) Outline the advantages 
and disadvantages of direct place 
ment from the standpoint of (1) the 
corporation in need of funds, and 
(2) the institutional investor. An 
swer requires the reasons for the 
growth of ‘direct’ or 
placement.” 


Answer 


(a) Institutional investors are or- 
ganizations (usually corporations ; 
who hold vast sums of money in a 
trust or fiduciary capacity for others 
and invest in order to earn interest 
or dividends. Examples are: 

1. Life, fire and casualty insurance 
companies. 

2. Pension trusts. 

3. Savings banks and to a lesser 
extent commercial banks. 

4. Mutual investment funds. 

5. Educational and charitable or 
ganizations. 

(b & c) Advantages and disad 
vantages of direct placement from 
the standpoint of : 

1. The corporation in need of funds 
i. Advantages : 

aa. Availability of large sums from 
a single source. 

bb. Need deal with single or few 
organizations which funds 
available promptly. 

cc. Low cost of securing funds by 
elimination of the investment broker 


makes 
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dd. Elimination of “red tape” and 
cost of filing with S.I2.C. and elimi 
uation of the waiting period pro 
vided by the Securities Act. 

ee. Low cost to service because of 
one interest payment check and no 
need of transfer agent. 

ii. Disadvantages : 

aa. Lack of wide distribution of 
creditors with resulting loss of ad- 
vertising and good will. 

bb. Concentration of ownership of 
debt makes possible closer super- 
vision by an outside organization 
and in some cases a possible loss of 
control. 

cc. Institutions only make funds 
available to firms with good credit 
ratings. 

dd. Restrictive provisions of the loan 
agreement sometimes greater than 
when sold on the open market. 

ee. In some cases bonds on the open 
market can be retired favorably be 
fore maturity due to repurchase at 
low market price. This may not be 
possible with an institutional in 
vestor. 

ff. Borrower loses legal and financial 
council of investment broker unless 
paid for separately. 

gg. Failure to establish a market for 
the firm’s securities may be disad 
vantageous when future capital is 
desired. 

2. The institutional investor 

i. Advantages : 

aa. Secures an investment for large 
sum at one time in a desirable issue, 
without general market competition 
bb. Elimination of cost of middle 
man 

cc. Investment in large amounts in 
one company makes feasible thor 
ough investigation before investing 
and permits closer supervision of 
the investment. 

dd. The terms of the loan are tai- 


lored to the needs and desires of the 
institution. 

ii. Disadvantages : 

aa. Concentration of risk with pos 
sibility of tremendous loss if one 
company fails. 

bb. Lack of broad public market 
for these securities if the investor 
should wish to dispose of them be 
fore maturity. 

cc. Loss of protection of S.E.C. fil 
ing. 

The greatly increased use of the 
private placement method is due to 
the growth of funds in the hands of 
institutional investors and the fact 
that the advantages of this method 
to both borrowers and investors far 
outweigh the disadvantages. 


QUESTION 7. 


“Gs” received a legacy of $50,000 
which he wishes to make available 
to his chiidren under certain circum 
stances. To accomplish his pur 
poses, he has been advised to use a 
trustee. 
could a trustee be of 
service to “(G” in this case ? 


(a) How 
Answet! 
requires the services a trustee 1s 
capable of rendering an individual 

(b) Indicate the distinctive char 
acteristics of a trustee agreement in 
tended to accomplish the general 
purposes of “G”’. 

(c) Outline the advantages of 
using a corporate trustee instead of 
an individual trustee. 


Answer 


(a) Services a trustee is capable 
of rendering an individual: 
1. Trustee has legal ability to prop 
erly draw trust agreement 
will insure use of the trust 
according to wishes of “G”. 


which 
funds 
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Your Pacific NATIONAL Field- 
man knows the answers to many 
problems. 

His experience and specialized 
training . . . and, through him, 
our Home Office facilities . . . 
are yours to command. 

It's a good policy to take full ad- 
vantage of this time-tested service. 


And it's a GOOD POLICY for both 
Agent and Assured that bears this seal 
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2. Trustee has knowledge and train- 
ing necessary to invest fund based 
upon diversification and stable earn- 
ings. 
3. Trustee will be available to carry 
out wishes regarding dispo- 
sition of trust income and corpus 
after “G's” death. 
4. Trustee will relieve “G” of ac- 
counting, tax requirements and other 
records connected with the trust. 
Trustee will act as an impartial 
custodian of funds and their ex- 
penditure. 
(b) Distinctive characteristics of a 
trustee agreement. 
1. Trust agreement is a legal con- 
tract in which the trustee takes title 
to the trust corpus. 
2. A fiduciary relationship is cre- 
ated. 
3. Trustee is obligated to carry out 
the intentions of the creator of the 
trust. 
4. The law implies duties upon the 
trustee beyond those in the agree- 
ment (prudent man rule, for ex- 
ample ). 
5. Legal limitations in type of in- 
vestment unless specifically ex- 
empted in the agreement, 
(c) Advantages of 
trustee : 
1. Perpetual life. 
2. Greater financial responsibility. 
3. Impartial. 
4. Always available. 
5. Greater possibility of having ex- 
pert knowledge through use of spe- 
cialists in legal, financial, tax and 
other fields. 
6. Possibility of greater diversifica- 
tion of investment of small trust 
fund through use of consolidated 
fund where in many small trust 
investments are pooled. 


“6 ae 


corporate 


QUESTION 8. 


Many insured persons wish to 
have their insurance premiums fi- 
nanced on an installment payment 
basis. 

(a) Do you believe that financing 
of a client’s premium by an insur- 
ance agency, on an installment basis, 
is a proper function of an insurance 
agency’ Explain fully the reasons 
for your answer. 

(b) Do you believe it is sound 
personal finance for an individual to 
arrange for the installment financ- 
ing of his premiums on insurance 
covering his home, household con- 


tents, private passenger automobile, 
and other personal hazards? Ex- 
plain fully the reasons for your an- 
swer. 

(c) For the purpose of financing 
insurance premiums of its clients, 
an insurance agency with a premium 
income of $450,000 applies to a com- 
mercial bank for a loan of $40,000 
(without deposit of collateral). 
State fully the reasons why you be- 
lieve the bank would or would not 
view this application favorably. 


Answer 


(a) Several reasons can be given 
against an agent financing a client’s 
premium. 

1. An agent is __ professionally 
equipped to offer a client expert 
insurance advice and service but 
generally he has little knowledge 
and training in the field of install- 
ment financing. 

2. Because of the nature of their 
business, many agents lack the fi- 
nancial strength necessary to safely 
finance a client’s premiums. 

3. Agent would spend time in credit 
investigations and collections that 
would reduce his selling and servic- 
ing time. 

4. Agent’s credit investigations and 
collection pressure on his clients 
might create ill will that would de- 
crease his sales. 

5. Because of the small volume of 


_ such financing, most agents would 


find it unprofitable to maintain the 
increased expense of a credit de- 
partment. 

6. It is unnecessary because most in- 
surance companies offer plans of 
staggered premium payment or local 
banks are happy to finance the pre- 
miums at reasonable interest rates. 
7. Many state insurance departments 
have reacted unfavorably to the idea 
of the agent financing a client’s 
premium. 

(b) Any installment financing is 
less satisfactory than arranging, 
through proper budgeting, to meet 
insurance premium obligations as 
they fall due. However, if an in- 
sured is unable to do so, several 
reasons can be given why premium 
financing might be advantageous : 

1. It is much better to finance than 
to be without adequate insurance 
coverage. 

2. Banks will do such financing at 
reasonable rates if the unpaid bal- 





ance is always less than the short 
term cancellation value of the policy. 


3. It permits purchase of three and | 


five year policies (where available) 


with a resulting savings greater than 


the interest cost. 
The financing is in itself a type 


of forced budgeting which spreads | 
the cost of protection over the | 


period covered by the policy. 


(c) It is highly probable that the | 
bank would view this loan request | 


unfavorably for the following rea- 
sons : 


1. Insurance agencies, generally, do | 


not need nor have a financial invest- 
ment adequate to secure such a large 


loan and in this instance, no collat- | 


eral is offered. 
2. Bank might be unfavorably im- 


pressed by the purpose of the loan | 
both because of the agent’s inex- | 
perience in the field and because of | 
the competition with the bank’s | 


small loan department. 


The amount of the desired loan | 
is roughly equal to one full year’s | 


net profit before partner’s with- 
drawal in an agency of this size and 
the bank would probably reject the 
request for this reason. 


4. Banks are interested in short | 
term loans; this loan would neces- | 


sarily be of a long term nature. 

A bank might grant the loan to a 
well-established agent well known 
to the bank for his good character 
but certainly additional information 
such as balance sheets and profit 
and loss statements would have to 
be furnished and proven satisfactory 
to the bank. 


QUESTION 9. 


An insurance agency established 
twenty-five years ago is owned by 
two partners who share profits and 
losses equally. The agency is lo- 
cated in a large city and has a pre- 
mium income of approximately 
$650,000 per vear on general insur- 
ance lines. Recently, it has been 
offered an opportunity to buy the 
“expirations” of an agent who in- 
tends to retire. 

(a) Indicate, with reasons, each 
of the items of information the pro- 
spective purchaser should obtain 
about the expirations before entering 
into any contract. 

(b) Assume a decision is made to 
purchase the retiring agent’s expira- 
tions for $25,000 and his office 

(Continued on the next page) 


we have a group of men who might be classified as 
perfect examples of “‘single-mindedness”’: they /ive the 
insurance business. They travel around the country, 
talking to both small-town and big-city insurance people 
—learning how these agents have solved difficult adver- 
tising problems, developed new approaches to selling 
the “no” prospect, applied modern methods of run- 
ning an office efficiently. Perhaps you'd like to ex 
change ideas with the friendly, down-to-earth 
Dubuque representative. He's at your service 

—that’s his sole purpose. Write us, and we'll 


introduce him to you! 


(DUBUQUEHIRE& MARINE) 
Manbennth Campany, 
Dubuque, Fomn. (2 ( 


MULTIPLE LINE FACILITIES 














GAMBLING NEVER PAYS 
ADMITTED REINSURANCE DOES 


Admitted casualty reinsurance 
underwritten in America by 
London trained underwriters. 


Agency Managers Ltd. 


102 Maiden Lane + New York 5, N. Y. 
Digby 4-1752 


We only underwrite and are not brokers . . 
but we do invite inquiries from brokers. 











C.P.C.U. Answers—Continued 


equipment for $2000. The purchas- 
ing firm can use only $7000 of its 
own cash for settlement, and there- 
fore, borrows the remaining $20,- 
000 from a bank. 

(1) Show the journal entries nec- 
essary to record the items 
on the books of the purchasing or- 
ganization when the settlement has 
heen made. 

(2) To what extent, if any, would 
the capital accounts of the partners 
be affected by 


above 


this acquisition? 
Give reasons for your answer. 
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Answer 


(a) Items of information a pro- 
spective purchaser should obtain 
about expirations before purchasing. 
1. Total premium volume. This 
should be compared to price asked. 
2. Method of payment requested, 
i.e., contingent or fixed price, and 
installment payment or lump sum. 
This information is needed to deter 
mine financial arrangements which 
must be made by purchaser. 

3. Breakdown of premium by lines 
of insurance ; some, such as fire, are 
more profitable, and others, such as 
automobile, are difficult to place. 

4. Breakdown of premium by type 
of insured; industrial risks 
sometimes expensive to service. 
5. Breakdown of premium by size 
of risk. Jumbo accounts are target 
lines while many small accounts may 
cause unwarranted increase in ad- 
ministrative costs. 

6. Breakdown by geographical lo 
cation is needed in order to estimate 
cost of servicing. 

7. The old agents’ method of opera- 
tion ; was the business built on sound 
servicing or purely personal to him 
through membership in various or- 
ganizations? Is the agent likely to 
reenter the insurance field? Are 
there salesmen or others who have 
access to the expirations? This in 
formation is necessary to determine 
the probability of retaining renewals. 
8. Loss ratio of the agent’s business. 
This will determine how difficult the 
lines will be to place. 

9, Detailed statements of profit and 
loss for several years would be help- 
ful in the following ways. 


are 


First, 
they would indicate how valuable 
these expirations were to the seller. 
Second, the purchaser could com- 
pare his estimated costs with the 
seller's recorded costs to estimate 
how valuable the expirations would 
be to him. 

(b) (1) The journal entries nec 
essary to record the purchase are: 

$20,000 

Notes payable 
Office equipment 
Goodwill 


$20,000 
$ 2,000 
25,000 
$27,000 
(2) The partners’ capital accounts 
would not be affected by this ac- 
quisition. A total of $27,000 of new 
assets was acquired in exchange for 
$7,000 cash and the assumption of a 
liability of $20,000 to the bank. At 
some later date if the partners de- 
cided to write down the book value 


of the goodwill, their accounts 
would each be reduced by an amount 
of one-half of the writedown. Of 
course, profits resulting from the 
purchased expirations would in 
crease the partners’ capital accounts 
equally 


QUESTION 10. 


The partners in the agency re 
ferred to in question nine believe the 
purchase of the additional expira 
tions affords a good opportunity to 
revise their method of keeping ex- 
piration records, hire some younger 
employees, and obtain some new- 
type office machines. 

(a) Describe, with reasons, the 
procedure you would recommend for 
keeping their expiration records. 

(b) What are the specific deci 
sions which should be made before 
the agency advertises for new em- 
ployees? Answer should include an 
explanation of the significance of 
each decision. 

(c) Indicate with reasons the spe- 
cific questions which should be an 
swered before making a decision to 
purchase new-type office machines. 


Answer 


(a) There are several methods of 
keeping expiration records but the 
most satisfactory is one which in- 
volves some kind of a check against 
errors. One of these can be a pri- 
mary record or tickler file consisting 
of carbon copies of clients’ premium 
billings arranged chronologically. 
Then, if we may assume that this 
agency “line folder” con- 
taining the “dailies” for each client, 
the top of the folder can be marked 
at appropriate locations, with colored 
tabs that denote different periods of 
expiration. When the colored tab 
indicates it is time to renew an ex 
piration, it is also a reminder to the 
agent that he should review the 
coverage. The combination of the 
tickler file and the tabbed line folder 
should make errors improbable. 

(b) Specific decisions which 
should be made before the agency 
advertises for new employees. 

1. Survey of present organization 
and the work-load of each emplovee 
to determine if a need exists for new 
employees and an estimation of num 
ber required. 

2. A job analysis to determine the 
work to be done in each position 

3. Job specifications to establish the 


uses a 











skills, knowledge, training and per- 
sonal qualifications and characteris- 
tics necessary to fill the vacancies. 


4. A survey of market labor rates Progressive local agents 


and a job evaluation of all positions, 


Reg aceaheen Ra tag? Soe will find their Fire, Auto and 


ranges for the new 








positions. 


Inland ine busi pn 
(c) Specitic questions which nia Mar ne pusiness ARKANSAS 
should be answered before making a COLORADO 


s 
decision to purchase new type office in this territory KANSAS 


: LOUISIANA 
machines. 


; MISSISSIPPI 
1. Will the proposed new machines best served 


NEW MEXICO 
improve the efficiency of the office ? OKLAHOMA 


e,° ; 
2. Will they increase the quality of through the facilities of ... = 
the service rendered by the agency " 
to its clients? 


3. Will necessary cash outlay be jus SOUTHWESTERN FIRE & CASUALTY C0 

tified by substantial cost savings a 
through decreases in labor cost or S. Foster Yancey, President Erle C. Patrick, Secretary 
elimination of costly repairs to pres- DALLAS * TEXAS 


ent machines ? S upervisin o Offices (usa ten-n pee ee roan NS 
5 o 


. : ROBERTSON & COMPANY. INC. T. A. MANNING & SONS 
the aptitude and skill necessary to 109 - 30th Ave. North 8 


CMU EL 
4. Do the present employees have 


JOE B. FEARS GENERAL AGENCY 








iat } ~ 508 oe 506 Wright Building 
operate these machines or must new a Syphparvecnces pere-dingeeineenges pepemmepciarnednemnagays 
e : ROBERT M. CAMPBELL THOS. M. BURFORD GROSS R. SCRUGGS & CO. 
and higher priced employees be 711 Jackson Building P. 0. Box 769 402 N. Good Street 
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FURNEAUX GENERAL AGENCY T. A. MANNING & SONS 
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HE “FREEZE” in the renewal of 
Massachusetts compulsory auto- 
mobile policies voluntarily agreed 


upon by the carriers operating in COMMERCIAL STANDARD 


that state is proving effective. The 


companies have committed them- a Multiple Line “A” rated company 
selves to renew all 1953 policies for O with Policyholders SURPLUS 
another vear. As the companies are OVER THREE MILLION DOLLARS 
bound also to renew all risks as- Now in its Twenty-ninth year 
signed to them under the assigned of PROGRESSIVE DEVELOPMENT 
risk plan, the only risks eligible for 

assignment this month will be new Writes 


registrants. 


Automobile (All Coverages) 


Workmen’s Compensation 
MORE INSURANCE Public Liability 
EMPLOYEES Burglary 
fm BUREAU OF LABOR STATIS- Plate Glass 
tics of the U.S. Labor Depart- Bonds 


ment reports an increasing number 
of persons employed by insurance 
companies and agencies (excluding 
agents themselves) in the United 
States. The figure is reported at 
759,300 in August 1953 compared 


to 720,800 in January 1953 and an ' ' Wi i 
average of 707,200 during 1952. J Wil % } 


Remuneration of the employees has 
also increased with non-supervisory VAsunance Company 
employees of carriers only receiving FORT WORTH, TEXAS 

an average of $67.24 a week in NO STANDARD HIGHER THAN COMMERCIAL STANDARD 
August 1953 compared with $63.38 

in 1952 and $61.31 in 1951. 


FIRE, EXTENDED COVERAGE 
INLAND MARINE 





COMPLETE INDEX 


LAST SIX 


EDITORIALS 


Classification of Admitted Assets 
Editors’ Corner, The (monthly) 
Insurance Stock Trends 
Letiers .... 

Mutual Operating E xpe ses 
Mutual Semi-Annual experience 
Mutual Underwriting by Lines 
Pitfalls in Financial Statements 
Review and Preview 
Semi-Annual Experience 

Stock Operating Expenses 


BUYERS & LOSS CONTROL 


Actual Fire Losses—Harry A. Fanckboner 
Adventures at Home—Norman Lustig 

Behind the Losses (monthly) 
Boss and the Thieves, The Fred McCord 


Buyers’ Round Table (monthly) ..Jan 


Excess Insurance—Itraddock, Rogers and Ntellwaye n Sept. 


Helping Shipper-Assureds Ralph W. Howe 
Hiow High a Limit ?—Robert L.. Braddock 
Insuring Your Profits— Vicholas Dekker 
Life-Saving Reflections 

Loss Control (monthly) 

rotits and Safety—J. Dewey Dorsett 
Psychology and Accidents—-A. H. Malo 
Smoke Odor Removal ‘ 
Technology--Dr. John 7. Kettaliata 


LEGAL & CLAIMS 


Accident vs. Occurrence—John M. Briggs .. 
Construing Auto Policies—Edward F. Earle 
Depreciation and Partial Losses— Wilfred G 

High Claims and Awards-——-Chase M. Smith 
Interest Policy, The—Paul H. Heineke ... 

Judge Says, The Thomas FB, Lipscomb (monthly) 
Legal Spotlight, The (monthly) 

Loss Logic (monthly) : , 

Non-Occupational Disability sobs 
Ownership of Expirations John F. Nevitle 
Potential Liability of the Contractor—W. M. Whitesell, Jr... 
Tax Problems of Agents—Charles W. Tye 


MANAGEMENT & GENERAL 


A. & H. Developments (monthly) 
An Appraisal of Competition— 
Buyers’ Insurance Conference 
Casualty Kate Increases ..... 
Catalyst in Foreign Trade, The George Inselman 
Coliecting Earned Premiums—Thelma Ray Osborne .. 
Complete Destruction-——Lloyd L. Temple 
Coverage Trends — J. F. Follmann, Jr 
Driver's Age and Accidents—Victor F. Veness 
Future of Automobile Insurance, The—A, Lynn Minzey 
Guaranteed Renewable Contracts--Gerald 8S. Parker 
Health Insurance Council, The—Ralph Heller 
Individual Catastrophic Coverage Donald G. Stock 
Industry Committee ; 
Influence of Supervision, The Spalding Southall . 
Merit Rating—fobert 1. Mehr . 
Miscellaneous Expense Benefit, The Paul W. Stade 
New York City Agent, The—John OC. Weghorn 
Private Enterprise and Insurance—Irving J, Maurer 
Private Passenger Classification Plans—R. W. Grifith 
Profitable Agency, A-—W. 8. Chandler 
Proper Balance, A—A. P. Dowlen . 
Reader's Digest A & U1 Article—Robert H. Rydman, 
John Alan Appleman 
Termination of an Agency—John F. Neville 
We Are Dragging Our Feet—Paui H. Blaisdell 
Workmen's Compensation—Fact vs. Fancy 
William Leslie, Jr an 


OFFICE METHODS 


Around the Office—Guy Fergason (monthly) 
Attitude? Bah! Ilumbug!—Guy Fergason 
Better Letters—Richard H. Morris 

Booklets (monthly) 

Changing Equipment— 

Christmas Legends 

Cutting Policy Typing Time 

Rxecutive Appraleal— Ingolf i. RB. Otto 
Executive Education—IJngolf HW. KB. Otto 
For Better Dictation—0O. C. Lee . 

How to Sell New Procedures—F. 0. Heidemann 


132 


ererrvrte rr: 
eee Pees Jan. % 
anh bwieaeoeo eel Aug. 

Buyer and Ilis Agent, The—Claude IH, Rice ................Nov. 4 


MONTHS 


Lines of Communication—Guy Fergagon ... 

Mechanized Data Processing—Martin Golund .... 

Modern Aids to Office Efficiency (monthly) 

Office Equipment Directory (monthly) 

Ottice Services—Guy eas! mo ; 

lrogressive Agency, Paul W. Rk 

Supervisor, The—L, z Hale ..... ‘ 

Ten Steps in An Analysis—Guy Fer gason oy 

What Are Fringe LBenefits?—Guy Ferguson 

What Holds Women Lack ?—Helen G. Irwin 

Who Manages the Office?—-Guy Fergason ... 

Woman's Touch, A—Mrs. L. A. Lundy, Jr. 5 
Work Simplification—W. Carl Johnson . ee ....Dee, 68 


RATE CHANGES 
Automobile 
Nebraska “3 
Cal., Del., D. of C., N. Mex., R. L, Vt 
Ark., Calif., Colo., "Idaho, Maine, Maxs., N. 


-» Aug. 
Sept. § 


Ore., Wash. 
Mass, iegreshests 
Mass., Mont., Nev., Ohio, x i. 8 

I tah, Alaska ... ve ae 
Ala., Fla., Ga., iowa, Me., “Md., Mass., Mich., Minn., Mo., 

N. D., Ore . 


Arizona, Florida, Missouri, Pe nnsylvania 
Extended Coverage 
Minnesota 
Fire 
Minnesota 
Nebraska ‘ 
Florida, Georgia, Indiana 
Rhode Island 
Alaska 
Ohio 
Liability 
Ark., Calif., Colo., Del., D. of C. 
Neb., N. D., 8S. D ged 
Ga., Iowa, Ky., Me., Mich., Mont., Nev., N. Mex., Ore., 


.. Idaho, Miss., Mo., 


» C, ens 
Owners’, Landlords’ & Tenants’ 
California, Connecticut, New York .... 
Workmen's Compensation » 
Cal., Ky., Mass., N. Y., N. D., 
Florida, Oklahoma hie o' 
California 
Nebraska 
Missouri, Texas 


SALES & EDUCATION 


A Look into the Future—Hsmond Ewing 

Anyone Can Make a Survey—Clurence L. Donze 

Automobile Insurance Studies 

Boss and the Thieves, The-—Fred McCord 

Business Builders—M, H. Blackburn 

C.P.C.U. Questions and Answers—American Inatitute 
Part I11—General Education . 101, Sept. 93 
Part IV—Law . Yet. 61, Nov. 113 
Part V—Accounting and Finance ... 
Part V—Accounting and Finance 

Destruction of Records—Urban M. Le 

Dwelling-Building Broad Form, The- itohord M. Heins .... 

Education in Insurance—Cameron 8. Toole 

Garage Liability Pollev—Leroy W. Fieting 

It Ain't the World—Marion Williamson 

Judging a Fire Risk-——-R. D. MacDaniel 

Last Six Feet, The—Robin 8S. Williams 

Oldest of the Arts—Dr, Alan W. Brown .. 

Personal Articles Policy—Francis X, O’Leary 

Quiz of the Month 
Law Course July 97, Aug. 115 
Fire Risk (Physical Aspects) Pe eee Cee Sept. 139, Oct. 121 
General Insurance Course (cea epee ii, Dec. 107 
Federal Income Tax ea : <a Jan. 9% 

Sales Slants from Other Fields (monthly) 
Sales Training—James L. Meck 

Self- Training—C. L. Lapp, Ph 

Selling Parade, The—Charles “BR. Roth 

Selling Tips from the Home Office (monthly) 

Transportation Coverages—Raymond G. Shepard 

Two Sales Programs—l'rban M. Letli 

What I Expect of My Special Agent— Alfred C. Sinn . 

What Makes America Great—Merle Thorpe 


MISCELLANEOUS 


Building Cost Index 

Company Developments 
Conventions Ahead 

Fire Losses, Monthly 

Home Office and Field Appointments 
Insurance Stock Quotations 

New Publications 


Best’s Fire and Casualty News 








INSURANCE COMPANIES REPORTED UPON (FROM MAY, 1953) 


Allstate Llusurance, Chicago 
(Credits Driving Edueation) 
(Elects Vice President) 
(New Home Offices ; 
Vice President) 
America Fore Group, New York 
(New Secretaries) 
(New Director) 
(New Director) 
American-Associated Cos., 
(Taylor, Vice President) 
(To Increase Capital) 
(Held Not in Contempt) 
(Win Advertisements Case) 
American Automobile, St. Louis 
(Capital Increase) 
(Executive Promotions) 
American Farmers Mutual, Chicago 
(Dahimann, Ex. Vice President) ..Aug. 
American Fidelity & Casualty, 1 A 
(Trailer ileme- Financing) Aug. 119 
(To Issue Stock) Sept. 131 
(Settles Virginia Charges) .......Nov. 127 
(Stock Fully Subscribed) 
American Home Assurance, New York 
(See American Home Fire) . 105 
American Home Fire Assurance, New York 
(Changes Name) . 105 
— Income Assurance, Chica 
A & II Companies Merge) . 181 
American Indemnity, Galveston 
(Winter Advanced) seapEesecoeees May 143 
(Hartung Advanced) July 107 
American Liberty, Birmingham 
(To Absorb DPenn-Liberty) -Aug. 119 
American Motorists,  acaaall 
(Kemper Takes Issue July 107 
July 107 
. 129 


(Heineke, Vice lresk ent) 
(Merging) . Dec 
American Mutual Benefit, Phiiadeiphia 

(Changes Name) 
American Mutual Liability, Boston 
(New Vice Presidents) j 
Ameri¢an Mutual = RE Chicago 
(Executive Advancements) May 143 
American Policyholders’, Boston 
(Auto Merit Dividend Plan) . Sept 
American Reinsurance Group, New York 
(Official Changes) May 148 
American Reinsurance Co., New York 
(Stock Split Voted) ... ee, 129 
(Pays Extra Dividend) Jan. 105 
American Universal Insurance, Providence 
(Completes Additional Financing) Jan. 105 
Arex Indemnity, New York 
(Change in Control) 
(Capital Changer) 
Arrowhead Insurance, Los Angeles 
(Layman, President) an. 105 
Associated Factory Mutuals 
(Correction Notice) July 107 
(To Remove Assessment Feature) Aug. 119 
(Deviation Filing Disapproved)..Sept. 131 
Atlantic Mutual Group, New York 
(Deviation Approved) June 121 
Balboa Insurance, Los Angeles 
(Layman, President) . 105 
Balfour-Giuthrie Insurance, San Francisco 
(New Carrier) 
Bituminous Companies, Rock Island 
(Ilesse, Exec. Vice President) 
Blackstone Mutual Fire, Providence 
(Changes Name) 
Blackstone Mutual, 
(Merge Business) 4 
Caisse Centrale De Reassurance, 
Paris, France 
(Appoints U. ‘8. Manager) 
Camden Fire, Camden 
(New Secretary) 
Canton Insurance Office, Ltd., 
(Revises Title) 
Carolina Casualty, weeepersite 
(€ ‘apital Increase) . 
Cited) 
Celina Mutual Casualty, 
(Changer Name) 
Central Surety and Insurance, 
Kansar City 
(New Director) 
Century Insurance Group, New York 
(U. S. Manager to Retire) 
Citizens Casualty, New York 
bs oe Increne) 
Arex Indemnity) 
feat vital Changes) 
Colonial Mutual Casualty, Viitadeiphta 
(Suspended) 
Colonial Mutual Fire, Philadelphia 
(Suspended) ri 
Commercial Union Group, New York 
(New Director) 
Community Mutual, Philadelphia 
(See American Mutual Renefit) 
Continental Companies, Chicago 
(Elects Vice happen and 
Secretary) .... 
Continental Casualty, C hicago 
(To Enter Reinsurance Field) .... 
(New Accident Policy) 


1341 


June 121 


-July 107 


Providence 


Nov. 127 


ay 144 
Hong Kong 
Jan. 105 


Celina 


June 
. voy 


For January, 1954 


Cornbelt Insurance, Freeport 


(New Company) ec. 130 


Kquity General, ey 
(New York License 
Emmeo Casualty, South Bend 
(Changes Name) 
ee Reinsurance, Kansas Cit 
rimble Succeeds Moorhead) 7 hig 
Excelsior Insurance, Syracuse 
(New Director) 

(To Issue New Stock) ' 
Excess Insurance of America, New York 
(Merging) D 

Farm Bureau Companies, Columbus 
(Kramer, Assistant to lresident).May 
(Credit for Driver Courses) 

(Major Medical Expense Policy). 
(Combined Liability Policy) . 

Farm Lureau Mutual Auto, Columbus 

(File Independent Auto Schedules) 


ug. 
(Trained Driver Discount Approved) 

Sept. 
Indianapolis 


120 
132 


ug. 120 
. 139 


Farm Bureau Mutual, 
(Names Secretary) 
(Names Treasurer) 

Federal Insurance, New York 
(Merger Proposed) 122 
(See U. 8S. Guarantee) . 122 

Federal Mutual Fire, Boston 
(Changes Name) . 132 
(New Tirectar) 132 

Fidelity and Casualty Company, New” York 
(New Director) Jan. 106 

Fidelity and Deposit Company, wanes 
(To Pay Stock Dividend Ja 7 

Fire and Casualty, Hartford 
(To Expand O a 
(Increases Capital) 

(New Director) 

Fire Association, Philadelphia 
(Capital Increase) 

(Deering Retired) ’ 

Fireman's Fund Group, San Francisco 
(File Independent Auto Schedules 


(New Comprehensive Policy) . 
(New Director) 
(Subsidiary Absorbed) 
(Des Champs Advanced) 
Fireman's Fund Indemnity, San Francis 
(Leaves Bureau) 
Firemen’s Insurance, Newark 
(Increases Dividend) ........... Nov. 


Au 
, eek 
Dec 


General Accident Group, Philadelphia 
(Official Changes) a 
General America Group, Seattle 
(New Director) 
(New Auto Carrier) 
(Advancements) I 
General Fire & Casualty, New York 
(New President) 
Glens Falls Group, Glens Falls 
eo ee June 1 
Globe & Rutgers Group, New York 
(Youngman, Chairman) 
(New Directors) 
Government Employees, Washington 
(Dividend Increase) Oc 
Grain Dealers Mutual, Indianapolis 
(Executive Appointments) 
(New Director) 
Grain Dealers Mutual, 
(New Director) 
Grangers Mutual, 
(Correction) 
Great American Group, New York 
(Vroposed Reorganization) 
(Reorganization Voted) 

Gulf Insurance, Dallas 
(Stock Dividend) 


Middletown 


Hamilton Fire, New York 
(Changes Name) 

Hartford Accident, Martford 
(Executive Changes) 
(Promotions) . 

Hartford Fire Group, Hartford 
(New Director) 

Hartford Fire Insurance Co., 
(Stock Dividend Proposed) 

Hearthstone Insurance, Boston 
(Wins Temporary Kestraining 

Order) 

Home Indemnity, New York 
(Hargrett, Director) 

Home Insurance, New York 
(One Ilundred Years Old) 

Ilome Insurance, Ilonolulu 
(New President) May 145 

Houston-American Insurance, Iouston 
(New Company) Nov. 128 


Se 
jiatiford 


Inland Empire Insurance, Salt Lake City 
(lloway, Vice l’resident) June 123 
Inland Mutual, Ituntington 
(See Carolina © agsualty) Dec. 130 
(Settles Virginia Charges) Jan. 108 


Insurance of N. A. Group, Philadeipnhia 
(New inland Marine Form) June 
(New Vice Presidents) .. June 
(To Withdraw Subscribership) Jan. 
(New Combined Form) Jan. 
(New Financial are . Jan. 

Insurance Co. of N. , Philadelphia 
(Stock Dividend) Dec 

Insurance Company of Texas, “Dallas 
(Eaton, Vice President) 

Insurors Indemnity, Tulsa 
(Change in Control) ... 

International Ke Insurance, Dover 
(Liquidation Completed) . . Sept 

International Service, Fort Worth 
(Capital Revision) : 

Interstate Casualty, Bloomington: 
(Changes Name and Capital) 


. Sept 
Sept 


Jefferson Insurance, New York 
(Capital Increase Voted) 


Keystone Mutual Casualty, Pittsburgh 
(Rehearing Time Kxtended) Dec 
LaSalle Casualty, Chicago 
(See American Income) 
Lloyds Fire, San Antonio 

teceiver Appointed) ... 
Lombard Insurance Co., Ltd., 
(See Canton Insurance) F 
Loulsville Fire & Murine, Louisville 
(New President) Jur 
(Promotions) 
(New Director) 
Lowell Mutual Fire, Lowell 
(New President) . 
Lumbermens Mutual ( ‘asualty, Chie ago 
(See American Motorists) 


. Sept 


July 
Hong Kong 


(New Board Member) 
Lumber Mutual Fire, Boston 
(New Director) 
(Strong Advanced) 
(Beckford Heads Lumber Mutual) 
Sept 


Manhattan Casualty, New York 
(Management Changes) 
Manufacturers Fire, Philadelphia 
(Capital Increase) 
Marquette Casualty, New Orleans 
(Appointments) 
(New Vice President) 
Maryland Casualty, Baltimore 
(To Retire Preferred Stock) 
(Preferred Issue Retired) 
(New Director) d 
Maseachusetts Bonding & Insurance, 
(Resumes Dividends) I 
Merchants Indemnity, 
(Merger Voted) 
Mercury Insurance, St. Paul 
(Stock Dividend) 
Meridian Mutual, Indianapolis 
(Russell Elected President) 
Meritplan oe Los Angeles 
(New Compan 
Michigan Mutua 
(New Directors) 
Minnesota Farm Bureau Mutual, St. 
(New Casualty Company) 
Mission Indemnity, Pasadena 
(Revises Capital Structure) 
Motor Vehicle Casualty, Chicago 
(1M% Stock Dividend Declared) .June 
Munro Reinsurance Group, New ork 
(New Secretary) Oct 


New York 


May 

July 
Pau 

Oct. 


Sept 


Za 
123 
100 
109 
100 


32 


10% 
121 
110 


Boston 
Jec. 133 


. 133 


1M 
146 
1M 
146 
' 
141 
136 
124 
14) 


ey Benefit THealth & Accident, ‘Omaha 


Air Travel Insurance) Nov. 
New Director) 
Mutual Fire, Marine, Philadelphia 
(Advancements) June 
Mutual Fire Society, Mount Pleasant 
(Voluntary Liquidation) Oct. 
Mutual Service Casualty, St. 
(To Recognize Driving Courses) . 


_May 
(New Vice-President) 


National Casualty, Detroit 
(Continuous Auto Policy) .. Oct 
National Fire Insurance, Hartford 
(Quarterly Dividend Increased) ..Jan. 
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How to meet with a friendly reception 


As an Agent of the Indemnity Company — one 


of the North America group — you have something 
that will open the contractor's door to you. 


Through you, he may take advantage of a low, 
preferred bond rate, which may be the deciding 
factor in his next bid. In fact, Indemnity Insur- 
ance Company of North America offers the lowest 
bond rate to contractors of skill, integrity and 
responsibility. 

Lower rates* for qualified contractors is an- 
other “Plus Value” that comes from representing 
the North America Companies. There are many 


others that will help you build your business 


volume and serve your clients better. 


For all the advantages of becoming associated 
with this pioneering insurance group, see, write 
or telephone the manager of the nearest North 
America Service Office. 


Sorry, not avatlable in Texas and Louisiana 


NORTH AMERICA COMPANIES 


Insurance Company of North America 
Indemnity Insurance Company of North America 
Philadelphia Fire and Marine Insurance Company 


PROTECT WHAT YOU HAVE® Philadelphia 1, Pa. 


Pioneers in Protection — serving with 20,000 Agents in the Public Interest 





Essential 
Service 





REINSURANCE, TOO, 
by performing an essential service 
to the insurance industry, makes its 


contribution to the public welfare. 








GENERAL REINSURANCE GROUP 


Largest American multiple line market 
dealing exclusively in Reinsurance 


GENERAL REINSURANCE NORTH STAR REINSURANCE 
CORPORATION CORPORATION 


Casualty - Fidelity - Surety Fire - Inland Marine 
Accident & Health Ocean Marine 


Home Office: 90 JOHN ST., NEW YORK 38, NEW YORK 
Midwestern Department: 1012 BALTIMORE BLDG., KANSAS CITY 5, MO. 























